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OFFICE  OF  MANAGEMENT  AND 
BUDGET 

Circular  A*102;  Uniform  Requirements 
for  Grants  to  State  and  Local 
Governments 

agency:  Office  of  Management  and 
Budget. 

ACTION:  Final  notice. 

summary:  This  notice  .transmits  a 
supplement  called  for  by  Circular  A-102, 
“Uniform  requirements  for  grants  to 
State  and  local  governments."  The 
supplement  summarizes  information 
previously  available  only  in  many 
thousands  of  pages  of  law  and 
regulation. 

The  supplement  is  part  of  the 
Administration’s  Financial  Priorities 
Program,  and  adds  to  OMB's  system  of 
guidance  for  federally  assisted 
programs.  It  is  intended  to  further 
streamline  the  management  of  Federal 
aid. 

In  October  1979,  Circular  A-102  was 
revised  to  add  a  new  Attachment  P.  The 
Attachment  called  upon  Federal 
agencies  to  move  away  from  the  grant- 
by-grant  audits  of  the  past,  and  called 
instead  for  organization-wide  audits  of 
Bnancial  operations,  using  the  single 
audit  guide.  It  provided  for  tests  of 
compliance  with  major  provisions  of 
Federal  law  and  regulation. 

This  supplement  contains  those  major 
compliance  features.  For  the  first  time,  it 
gives  auditors  at  all  three  levels  of 
government,  a  manageable  list  of 
compliance  matters  that  they  are 
responsible  for  checking. 

OMB  developed  the  supplement  in 
cooperation  with  the  General 
Accounting  Office,  grantmaking 
agencies,  and  State  and  local 
governments.  It  is  intended  to  meet  the 
needs  of  all  levels  of  government  for 
tests  of  compliance  with  Federal 
requirements. 

EFFECTIVE  DATE:  This  Supplement  is 
effective  immediately. 

FOR  INFORMATION  RELATED  TO  SPECIFIC 
PROGRAMS: 

Call  the  agency  contacts  listed  in  the 
Appendix. 

FOR  FURTHER  INFORMATION  CONTACT: 

lames  R.  Doyle,  Financial  Management 
Branch,  Office  of  Management  and 


Budget,  Washington,  D.C.  20503,  (202) 
395-3993. 

John  J.  Lordan, 

Chief,  Financial  Management  Branch. 

Major  Compliance  I^eatures  of  Programs 
Administered  by  State  and  Local 
Governments 

Executive  Office  of  the  President,  Office 
of  Management  and  Budget 

August  1980. 

Foreword 

This  document  supplements  the  audit 
provisions  of  Office  of  Management  and 
Budget  Circular  A-102,  “Uniform 
requirements  for  grants  to  State  and 
local  governments,”  and  the  General 
Accounting  Office  publication, 
“Guidelines  For  Financial  And 
Compliance  Audits  Of  Federally 
Assisted  Programs.” 

The  supplement  presents  information 
on  the  major  compliance  features  of  60 
programs  that  make  up  over  90%  of 
Federal  aid  to  State  and  local 
governments.  It  summarizes  information 
previously  available  only  in  many 
thousands  of  pages  of  agency 
regulations.  It  was  developed  from 
information  provided  by  Federal 
grantmaking  agencies,  and  relies  on 
their  interpretations  of  the  significant 
features  of  their  programs. 

The  use  of  this  document  in 
conjunction  with  the  standard  audit 
guide  will  make  possible  a  “single 
audit”  of  a  unit  of  government  that 
should  meet  the  needs  of  all  users  for 
reliable  financial  data.  It  is  expected 
that  this  will  result  in  a  more 
appropriate  sharing  of  audit 
responsibilities  among  the  levels  of 
government,  and  further  streamline  the 
intergovernmental  audit  system. 

Most  grantees  will  be  receiving 
assistance  through  only  a  few  of  the 
programs  presented  here.  Accordingly, 
the  auditor  need  only  select  from  this 
document  the  features  applicable  to  the 
programs  being  carried  out  by  the 
grantee. 

When  making  audits  of  organizations 
carrying  out  programs  not  included  here, 
the  auditor  should  obtain  major 
compliance  information,  such  as 
eligibility  and  matching  share,  from  the 
grant  or  loan  agreement,  the  Catalog  of 
Federal  Domestic  Assistance,  program 
regulations,  or  ether  available  sources. 
James  T.  McIntyre,  Jr., 

Director,  Office  of  Management  and  Budget. 
Elmer  B.  Staats, 

Comptroller  General  of  the  United  States. 
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Introduction 

Background  Materials  Necessary  for  the 
Audit 

Since  this  document  supplements  the 
GAO  Audit  Guidelines,*  the  auditor 
should  be  thoroughly  familiar  with  them. 
Of  major  importance  are  the  preliminary 
steps  auditors  must  take,  and  key 
reference  materials  auditors  must  have 
at  their  disposal  before  starting  the 
audit.  Principal  among  these  are  copies 
of  the  agency  regulations,  approved 
budgets  and  financial  reports  for  the 
programs.  The  auditor  should  also 
obtain  a  copy  of  the  govemmentwide 
cost  allocation  plan  and  executed  copies 
of  grant  or  loan  agreements  for  the 
programs. 

It  is  implied  in  each  of  the  program 
tests  included  here  that  the  auditor  will 
have  reviewed  this  background  material 
before  making  the  individual  audit  tests. 
The  auditor  is  referred  to  Chapter  3  of 
the  GAO  Audit  Guidelines  entitled 
“Planning  the  Audit”,  for  more  details. 

Review  of  Systems  and  Procedures 

Though  the  compliance  features 
outlined  in  this  document  have  been 
kept  purposely  brief,  in  some  cases  they 
may  require  detailed,  specific  tests, 
'There  are  some  observations  of  a 
general  nature  that  the  auditor  should 
attempt  before  making  any  specific 
tests. 

Auditors  should  first  make  a  review  of 
the  systems  and  procedures  the 
recipient  has  in  place.  A  suggested 
approach  for  doing  so  is  covered  in 
grearter  depth  in  Study  of  Internal 
Control  outlined  in  the  GAO  Audit 
Guidelines.  In  some  cases,  this  early 
review  may  disclose  inadequacies  in  the 
recipient’s  monitoring  and  control 


‘  Guidelines  for  Financial  and  Compliance  Audits 
of  Federally  Assisted  Programs,  U.S.  General 
Accounting  Office.  February  1980. 
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functions.  In  this  case,  it  may  be  more 
appropriate  how  they  satisfy  the  major 
compliance  features  before  attempting 
further  detailed  steps.  In  all  cases,  the 
auditor  should  rely  on  professional 
judgment. 

Part  I — General  Features 

Each  Federal  aid  program  carries  a 
number  of  very  important  statutory  and 
regulatory  requirements  to  be  followed 
by  recipients.  Attaching  these 
requirements  to  Federal  programs 
ensures  adherence  to  broad  national 
policies.  Among  these  are  environmental 
regulations,  regulations  relating  to  the 
ri^ts  of  individuals  and  a  number  of 
others. 

While  of  major  importance, 
comphance  or  noncompliance  with 
many  of  these  requirements  does  not 
materially  affect  the  grantee’s  Hnancial 
status.  For  this  reason,  most  of  these 
requirements  are  not  included  in  this 
document. 

Included  in  this  part  are  compliance 
features  which  are  generally  applicable, 
but  which  could  have  a  material  affect 
on  financial  status. 

Not  all  of  these  provisions  apply  to  all 
programs.  The  auditor  should  ascertain 
which  ones  do  apply  at  the  time  the 
audit  work  plan  is  developed. 

General  Compliance  Features  That 
Apply  to  a  Number  of  Federal 
Assistance  Programs — I.  Political 
Activity  (Hatch  Act  (5  U.S.C.  1501-1508) 
and  Intergovernmental  Personnel  Act  of 
1970  as  Amended  by  Title  VI  of  Civil 
Service  Reform  Act  (Pub.  L.  95-454 
Section  4728)) 

Federal  funds  caimot  be  used  for 
political  activity  of  any  kind  by  any 
person  or  organization  involved  in  the 
administration  of  federally  assisted 
programs.  This  general  prohibition 
applies  to  all  Federal  programs  covered 
here. 

No  specific  audit  steps  are  provided 
here.  Rather,  the  auditor  should  be  alert 
to  possible  violation  of  this  requirement 
throughout  all  phases  of  the  audit. 

II.  Davis  Bacon  Act  (40  Stat  1494,  Mar. 

3.  1921,  Chap.  411,  40  U.S.C.  276a- 276a- 

5) 

a.  General.  All  construction  programs 
dealt  with  in  this  document  must  follow 
the  provisions  of  the  Davis-Bacon  Act. 
In  general,  the  act  requires  that  all 
laborers  and  mechanics  employed  by 
contractors  or  sub-contractors  be  paid 
wages  not  less  than  those  established 
for  the  locality  of  the  project  by  the 
Secretary  of  Labor  in  accordance  with 
the  Act.  The  agency  making  the  award 
generally  incorporates  the  requirements 
in  its  standard  terms  and  conditions. 


Auditors  needing  more  background  on 
the  Davis-Bacon  Act  will  usually  find 
that  the  recipient  has  on  hand  Federal 
agency  publications  that  give  further 
background.  For  example,  many 
documents  published  by  the  Department 
of  Labor  or  the  Economic  Development 
Administration’s  Engineering  and 
Construction  Guidelines  for  the  Local 
Public  Works  Capital  Development  and 
Investment  Program,  are  good  sources  of 
background  information. 

b.  Suggested  Approach.  1.  Determine 
whether  construction  contracts  and 
subconstracts  contain  appropriate 
provisions  that  “Davis-Bacon”  wages 
shall  be  paid. 

2.  Determine  whether  the  recipient  has 
developed  a  system  to  monitor 
applicable  contractors  and  sub¬ 
contractors  with  respect  to  payment  of 
“Davis-Bacon”  wages.  Test  grantee’s 
practices  and  records  to  evaluate 
adequacy  of  its  system  to  assure 
compliance. 

3.  If  the  recipient  has  not  developed 
such  a  system,  or  if  the  system 
developed  for  this  purpose  has  not 
operated  effectively  then,  on  a  sampling 
basis, 

(a)  Obtain  the  applicable  “local”  DOL 
wage  determination  from  the  recipient, 
the  Architect/Engineer  (A/E)  who  is 
managing  the  project  or  the  agency 
Headquarters  or  Regional  Office. 

(b)  Obtain  payroll  listings  submitted 
by  contractors. 

(c)  On  the  basis  of  the  above 
information,  sample  compliance  by 
contractors  or  subcontractors. 

For  any  contractors  or  sub-contractors 
that  did  not  comply  with  the  “Davis- 
Bacon”  requirements,  estimate  the 
amount  of  funds  involved  and  provide 
details  in  the  audit  report. 

III.  Relocation  Assistance  and  Real 
Property  Acquisition  Act  (Pub.  L.  91- 
646) 

a.  General.  A  number  of  Federal  aid 
programs  require  the  physical  movement 
of  persons,  homes  or  businesses  and/or 
the  acquisition  of  property.  The  majority 
of  these  programs  are  administered  by 
DOT  and  HUD.  Some  other  agencies  are 
involved  to  a  lesser  extent. 

Recipients  are  required  to  follow  the 
provisions  of  the  Uniform  Relocation 
Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  when 
families,  individuals,  or  business 
concerns  are  displaced  by  the 
acquisition  of  real  property  for  a 
federally  assisted  program. 
Implementing  regulations  differ 
somewhat  from  agency  to  agency. 
Recipients  are  required  to  carry  out 
certain  actions  when  acquiring  property 
(appraise  property,  allow  owner  to 


accompany  appraiser,  review  appraisals 
and  set  price,  attempt  to  negotiate  a 
settlement,  etc.)  and  when  relocating 
occupants  of  acquired  properties 
(provide  assistance  in  finding 
replacement  housing,  assure  that 
replacement  housing  meets  acceptable 
standards,  assure  that  displacees 
receive  their  full  benefrts,  etc.). 

Recipients  are  also  required  to  maintain 
records  on  each  property  acquisition 
and  each  displacement  of  an  occupant 
of  an  acquired  property. 

b.  Suggested  Approach.  1.  Determine 
whether  the  recipient  has  developed  a 
system  to  comply  with  the  requirements 
of  the  Uniform  Relocation  Assistance 
and  Real  Property  Acquisition  Policies 
Act  of  1970. 

2.  Review  a  sample  of  individual  land 
acquisition  and  relocation  payment 
records  to  determine  whether  the 
recipient  has  followed  the  requirements 
of  the  act. 

IV.  Citizen  Participation 

a.  General.  A  number  of  programs 
require  input  by  local  citizens  in  the 
planning  process  leading  up  to  the 
formal  application. 

The  recipient  is  required  to  prepare 
and  follow  a  written  citizen 
participation  plan  which  provides  an 
opportunity  for  citizens  to  participate  in 
the  development  of  the  application, 
provides  citizens  with  adequate 
information  concerning  program  funding 
and  requirements,  provides  for  public 
hearings  to  obtain  the  views  of  citizens 
on  the  substance  of  the  program,  and 
provides  an  opportunity  to  submit 
comments. 

b.  Suggested  Approach.  1.  Determine 
whether  the  recipient  has  prepared  and 
carried  out  a  citizen  participation  plan. 

2.  Review  notices  and  minutes  of 
public  hearings  and  determine  whether 
public  hearings  were  held  prior  to 
submission  of  the  application. 

3.  Review  minutes  of  public  hearings 
and  other  documentation  (letters, 
reports,  newspaper  articles,  etc.)  and 
note  whether  citizens  articulated  their 
opinions  and  needs  on  proposed 
activities. 

4.  Review  the  application  frle  and 
supporting  documentation,  such  as  task 
force  reports  or  citizen  study  group 
reports,  and  note  whether  citizens 
participated  in  the  deliberations  leading 
up  to  preparation  of  the  application. 

Note. — ^The  State  and  Local  Fiscal 
Assistance  Act  of  1972  (General  Revenue 
Sharing]  levies  specific  requirements  for 
notifying  the  public  of  hearings  and  budget 
proposals.  This  program  differs  from  others  in 
that  it  does  not  involve  an  application.  Its 
citizen  participation  requirements  involve  an 
application.  Its  citizen  participation 
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requirements  involve  the  entire  budget  of  the 
recipient,  not  just  a  single  program.  Further, 
there  are  statutory  requirements  for  public 
notices  following  budget  adoption. 

If  the  audit  will  cover  General 
Revenue  Sharing  funds,  the  tests  used 
for  that  program’s  citizen  participation 
requirements  should  be  used  in  lieu  of 
the  approach  outlined  here. 

V.  Flood  Disaster  Protection  (National 
Flood  Insurance  Act  of  1968,  as 
amended  by  Flood  Disaster  Protection 
Act  of  1973  Pub.  L  93-234) 

Some  Federal  programs  cannot  fund 
in  areas  having  flood  hazards,  unless 
covered  by  the  National  Flood  Insurance 
Program. 

Suggested  Approach.  If  located  in 
such  an  area,  Ae  auditor  should  check 
whether  the  recipient  has  insurance  in 
force.  Further,  check  whether  the 
recipient  has  some  procedures  for 
avoiding  routing  construction  in  such 
areas  and  procedures  for  adherence  to 
building  codes  in  these  areas  as  well. 

VI.  Civil  Rights 

For  those  programs  which  require  an 
audit  of  compliance  with  Civil  ^ghts, 
the  auditor  should  use  the  tests  found 
under  program  21.000  Revenue  Sharing 
at  the  end  of  this  document. 

Part  II — Individual  Program  Features — 
Department  of  Agriculture 

*  *  •  10.418  Water  and  Waste 
Disposal  Systems  for  Rural  Communities 

Authorization:  Consolidated  Farm  and 
Rurql  Development  Act,  Section  306; 

Pub.  L  92-419;  7  U.S.C.  1926. 

Objectives:  Grants  for  water  systems, 
waste  systems  and  combination  of  both 
are  made  under  Pub.  L  92-419;  to  serve 
rural  residents,  usually  in  conjunction 
with  loans  to  municipalities, 
cooperatives  and  community 
associations.  The  purpose  is  to  make  the 
cost  reasonable  for  users.  Grants  are 
awarded  only  when  it  appears  that  debt 
service  for  the  eventual  system  will  cost 
average  users  too  large  a  percentage  of 
their  ^sposable  income. 

Other  departments,  agencies,  and 
State  Governments  may  participate  and 
provide  financial  and  technical 
assistance  jointly  to  any  applicant. 
Grant  funds  complement  loan  funds  and 
are  used  for  construction  of  water  and 
waste  systems. 

Major  Compliance  Features 

Uses  and  Use  Restrictions: 
Installation,  repair,  improvement,  or 
expansion  of  rural  water  and/or  waste 
facilities. 

Applicant  Eligibility:  Municipalities, 
coimties,  and  o^er  political 
subdivisions  of  a  State:  Districts  and 


authorities;  associations,  cooperatives, 
and  corporations  operated  on  a  not-for- 
profit  basis;  Indian  tribes  on  Federal 
and  State  reservations  and  other 
federally  recognized  Indian  tribes, 
serving  rural  areas  and  cities  or  towns 
up  to  10,000  population. 

Beneficiary  Eligibility:  Farmers, 
ranchers,  rural  residents  and  other  small 
users  in  eligible  applicant  areas  as  set 
out  above. 

Formula  and  Matching:  Grants  may 
not  exceed  75%  of  eligible  project  costs. 

Other  Tests:  The  compliance  features 
apply  to  both  loan  and  grant  funds. 

1.  In  order  to  evaluate  interim 
financing  agreements  with  local  banks: 

(a)  Review  specific  documentation 
supporting  disbursements  and  determine 
if  they  are  legitimate  project  expenses. 

(b)  if  multiple  advances  are  used  for 
grant  funds,  determine  that  these 
advances  were  disbursed  for  legitimate 
project  expenses. 

2.  Evaluate  the  change  orders  made  to 
contracts  issued  by  the  recipient  to  see 
if  they  were  approved  by  FmHA 
officials. 

3.  Examine  contractual  agreements 
with  consulting  engineers,  architects, 
local  attorneys  and  bond  counsel.  Verify 
that  payments  made  to  such  persons  are 
in  accordance  with  agreements  and 
applicable  fee  schedules. 

4.  Determine  if  the  file  contains 
statements  from  contractors,  engineers, 
local  counsel  and  bond  counsel  showing 
payments  to  date,  and  evidence  that  ail 
major  suppliers  and  sub-contractors 
have  been  paid. 

Note. — ^The  Food  and  Nutrition  programs 
which  follow  involve  functions  for  State 
agencies  that  are  difierent  from  those  of  the 
local  agency.  For  instance,  the  local  agency  is 
usually  involved  heavily  with  individual 
recipients,  whereas  the  State  agency  usually 
is  not.  For  this  reason,  the  tests  at  the  State 
level  differ  from  those  at  the  local  level. 

The  auditor  should  be  especially  alert 
in  the  Food  and  Nutrition  programs  for 
dual  funding,  i.e.  evidence  that  the 
organization  operating  the  program  may 
have  billed  more  than  one  aid  program 
or  grantor  organization  separately  for  a 
single  service. 

•  *  *  10.550  Food  Distribution  (Food 
Donation  Program) 

Authorization:  Section  32  of  Pub.  L 
320, 74th  Congress,  as  amended,  7  U.S.C. 
612c;  Pub.  L.  165, 75th  Congress,  15 
U.S.C.  713c;  Sections  6, 9,  and  17  of  the 
National  School  Lunch  Act,  as  amended, 
42  U.S.C.  1755, 1758, 1766;  Section  416  of 
the  Agricultural  Act  of  1949,  as 
amended,  7  U.S.C.  1431;  Section  402  of 
the  Mutual  Security  Act  of  1954,  as 
amended,  22  U.S.C.  1922;  Sectibn  210  of 
the  Agricultural  Act  of  1956, 7  U.S.C. 


1859;  Section  9  of  the  Act  of  September 
6, 1958,  as  amended  7  U.S.C.  1431b;  Act 
of  September  13, 1960,  as  amended,  7 
U.S.C.  1431  note;  Section  709  of  the  Food 
and  Agriculture  Act  of  1965,  as 
amended,  7  U.S.C.  1448a-l;  Section  13  of 
the  National  School  Lunch  Act  as 
amended,  42  U.S.C.  1761;  Section  8  of  the 
Child  Nutritioii  Act  of  1966,  42  U.S.C. 
1777;  Section  311  of  the  Older 
Americans  Act  of  1965,  as  amended,  42 
U.S.C.  3045f;  Section  4  and  5(a)  of  the 
Agriculture  and  Consumer  Protection 
Act  of  1973  as  amended,  7  U.S.C.  612c 
note;  and  7  U.S.C.  613  note  Section  14  of 
the  National  School  Lunch  Act  as 
amended,  42  U.S.C.  1762a;  Section  409 
and  410(6)  of  Pub.  L.  93-288, 42  U.S.C. 
5179-5180. 

Objectives:  To  improve  the  diets  of 
school  children  and  needy  persons  in 
households,  on  Indian  Reservations  not 
participating  in  the  Food  Stamp 
Program,  and  charitable  institutions,  the 
elderly,  and  other  individuals  in  need  of 
food  assistance,  and  to  increase  the 
market  for  domestically  produced  foods 
acquired  under  surplus  removal  or  price 
support  operations. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Food  is 
made  available  for  distribution  to 
qualifying  households,  individuals,  child 
feeding  programs,  schools,  charitable 
institutions,  nutrition  programs  for  the 
elderly,  and  nonprofit  summer  camps  for 
children.  Households  and  individuals 
may  not  be  charged.  Donated  foods  may 
not  be  sold,  exchanged,  or  othewise 
disposed  of  without  prior,  specific 
approval  of  the  Department.  FNS 
administrative  funds  must  be  expended 
to  assist  in  meeting  operating  expenses 
incurred  in  administering  food 
distribution  programs  for  needy  persons 
in  households.  Tliese  funds  may  not  be 
used  to  purchase  real  property  (land  or 
buildings). 

Applicant  Eligibility:  Such  State, 

Trust  Territory  of  the  Pacific  Islands  and 
Federal  agencies  that  are  designated  as 
distributing  agencies  by  the  Governor, 
legislature,  or  other  authority  may 
receive  and  distribute  donated  foods. 
(See  below  for  expansion.) 

Formula  and  Matching  Requirements: 
States  and  localities  are  expected  to 
bear  the  cost  of  program  administration 
aside  fi:om  the  contribution  made  by  the 
grant. 

Other  Tests:  A.  Local  Level. — ^1. 
Sample  accoimts  to  verify  that  proceeds 
firom  the  sale  of  food  containers  are 
used  solely  for  program  puiposes. 

2.  Test  to  insure  that  eligible 
participants  are  not  required  to  make 
payments  in  money,  materials  or 
services  for  the  receipt  of  commodities. 
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3.  Compare  their  food  expenditures 
with  the  value  of  commodities  received. 
Check  that  expenditiues  do  not  drop  as 
commodities  increase.  Compare  two 
years. 

4.  Test  that  cash  provided  to 
recipients  of  grants  under  Title  III  Older 
American  Act,  is  used  only  to  piuchase 
US  agricultiual  commodities  and  other 
foods  of  US  origin. 

5.  Test  that  cash  is  used  only  to 
purchase  US  agricultural  commodities 
and  other  foods  of  US  origin.  The 
auditor  is  advised  that  the  State  of 
Kansas  elects  to  receive  only  cash  (in 
lieu  of  commodities). 

6.  Verify,  on  a  sampling  basis,  that 
recipients  of  donated  food  do  not 
participate  in  both  the  Food  Stamp  and 
Food  Distribution  Programs. 

7.  Test  that  charges  in  excess  of 
program  needs  are  used  to  reduce 
charges  or  are  returned  to  contributors. 

B.  State  Level.  1.  Review  accounts  to 
verify  that  donated  foods  are  distributed 
only  to  the  following  eligible  agencies 
and  recipients:  (a)  Schools  participating 
in  the  National  School  Lunch  (or 
Breakfast]  Programs  (NSLP,  SBP)  and 
commodity  only  schools;  (b)  charitable 
institutions,  both  public  and  private;  (c) 
nonprofit  summer  camps  for  children; 

(d)  Title  III  Elderly  Feeding  Programs;  (e) 
Needy  Family  Programs  administered  by 
welfare  agencies  and  Indian  Tribal 
Organizations;  (f)  state  correctional 
institutions;  (g)  service  institutions 
which  participate  in  the  Summer  Food 
Service  Program  (SFSP);  (h) 
nonresidential  child  care  institutions;  (i) 
disaster  organization;  and  (j) 

Commodity  Supplemental  Food 
Program. 

2.  Test  that  distribution  of  foods  to 
charitable  institutions  is  made  on  the 
basis  of  the  number  of  needy  persons 
served. 

3.  Verify  that  the  State  agency  (SA)  on 
aging,  receiving  cash  in  lieu  of 
commodities  for  elderly  feeding 
programs  under  Title  III,  Older 
American  Act,  disburses  such  cash 
promptly  and  equitably  to  subrecipients. 

4.  In  determining  whether  to  request 
cash  in  lieu  of  commodities  for  the  Child 
Care  Food  Program  (CCFP),  verify  that 
the  SA  considers  preference  of 
individual  institutions. 

5.  Review  procedures  established  to 
ensure  that  recipients  of  donated  food 
do  not  participate  in  both  the  Food 
Stamp  and  Food  Distribution  Programs. 

***10.551  Food  Stamps 

Authorization:  The  Food  Stamp  Act  of 
1964;  Pub.  L.  88-525;  78  Stat.  703,  7  U.S.C. 
2011-2026  (1964)  as  amended.  Pub.  L.  90- 
91;  81  Stat.  228;  Pub.  L.  90-552;  82  Stat. 
958;  Pub.  L.  91-116;  83  Stat.  191;  Pub.  L. 


91-671;  84  Stat.  2048;  Pub.  L.  92-603;  86 
Stat.  1329;  Pub.  L  93-86;  87  Stat.  247; 

Pub.  L.  93-233;  87  Stat.  947;  Pub.  L  93- 
335;  88  Stat.  291;  Pub.  L.  93-347;  88  Stat. 
340;  Pub.  L.  93-563;  88  Stat.  1841;  Pub.  L 
94-44,  89  Stat.  235;  Pub.  L.  94-182,  89 
Stat.  1056;  Pub.  L.  94-339,  90  Stat.  799; 

Pub.  L.  94-365, 90  Stat.  990;  Pub.  L.  94- 
379,  90  Stat.  1111;  Pub.  L.  94-585,  90  Stat. 
2901;  Pub.  L.  95-59,  91  Stat.  255;  Pub.  L 
85-97,  91  Stat.  825;  Pub.  L  95-113, 91 
Stat.  958;  Pub.  L  95-348,  92  Stat.  487; 

Pub.  L.  95-400,  92  Stat.  856;  Pub.  L.  95- 
458,  92  Stat.  1255;  Pub.  L.  96-58,  93  Stat. 
389;  Pub.  L.  96-249,  94  Stat.  357. 

Objectives:  To  improve  diets  of  low- 
income  households  by  supplementing 
their  food  purchasing  ability. 

Households  receive  a  free  coupon 
allotment  which  varies  according  to 
household  size  and  income. 

Major  Compliance  Features 

Applicant  Eligibility:  The  State  or  U.S. 
Territory  agency  responsible  for 
federally  aided  public  assistance 
programs. 

Beneficiary  Eligibility:  Households 
may  participate  if  they  are  foimd  by 
local  welfare  officials  to  be  in  need  of 
food  assistance.  Examples  include 
households  that  are  receiving  some  form 
of  welfare  assistance,  or  are 
unemployed,  part-time  employed, 
working  for  low  wages,  or  living  on 
limited  pensions.  Eligibility  is  based  on 
family  size  and  income,  and  their  level 
of  resources.  Able-bodied  adults  with 
certain  exceptions,  must  meet  a  work 
registration  requirement.  College 
students  who  are  tax  dependents  of 
ineligible  households  are  ineligible  to 
participate  in  the  program. 

Other  Tests:  Quality  Control;  The  1977 
Food  Stamp  Act  (the  Act]  requires  State 
agencies  to  implement  a  state-wide 
Quality  Control  program  to  determine  if 
participating  households  are  eligible  and 
receiving  the  correct  coupon  allotment. 
States  whose  cumulative  allotment  error 
rate  is  less  than  5  percent  are  entitled  to 
increased  administrative  funding  under 
the  Act.  Additionally,  the  1980 
amendments  to  the  Act  implement  an 
error  rate  sanction  system  imder  which 
State  agencies  will  be  liable  for  high 
error  rates.  The  Quality  Control  system 
is  designed  to  determine  the  error  rate  in 
each  State.  Procedures  for  implementing 
the  Quality  Control  system  are  included 
in  7  CFR  275.10-275.14,  and  in  FNS 
Handbooks  310,  311,  and  315.  Also,  each 
State  must  have  its  plan  for 
implementation  of  the  Quality  Control 
system  approved  by  FNS. 


For  Audits  at  the  State  Agency 

1.  Determine  if  the  State  agency  has 
implemented  a  Quality  Control  system 
as  directed  and  approved  by  FNS. 

2.  Does  the  State  organizational 
structure  allow  Quality  Control  to 
function  independently  of  program 
operations? 

3.  Using  statistical  sampling 
procedures,  select  a  number  of  cases 
included  in  the  State  agency’s  most 
recently  completed  six-month  Quality 
Control  sample.  Review  the  cases  and 
determine  if  the  State  agency’s 
conclusions  regarding  the  selected  cases 
were  correct.  As  a  result  of  this  review, 
determine  if  the  State  agency’s  projected 
error  rates  for  the  six-month  sample 
period  are  correct. 

Food  Stamp  Claims  Activity  and 
Security  for  Audits  at  the  State  Agency 
and/or  Project  Area 

4.  Review  the  status  of  FNS  semi¬ 
annual  billings  to  State  agencies 
reflecting  food  stamp  shortages  reported 
on  the  FNS-250  report.  Determine  if  the 
State  paid  FNS  for  the  value  of  the 
shortages. 

5.  Review  the  status  of  the  State’s 
claims  collection  activity  and  determine 
if  claims  collected  are  submitted  to  FNS. 

6.  Review  the  adequacy  of  security 
over  food  stamps  and  Authorization  to 
Participate  (AIT]  cards. 

7.  Review  the  controls  established 
over  and  the  disposition  of  food  stamps 
or  ATPs  returned  as  undeliverable  by  > 
the  Postal  Service. 

8.  Reconcile  the  most  recently 
completed  FNS-250  report.  If  the  State 
agency  or  project  area  maintains  a 
central  coupon  storage  area,  make  a 
physical  inventory  of  the  food  stamps 
and  reconcile  to  the  FNS-250  report. 

*  *  *  10.553  School  Breakfast  Program 

Authorization:  Section  4  of  the  Child 
Nutrition  Act  of  1966  as  amended;  Pub. 

L  89-642;  80  Stat.  886;  42  U.S.C.  1773; 
Pub.  L  91-248,  84  Stat.  214,  42  U.S.C. 
1773;  Pub.  L.  91-248,  84  Stat.  214,  42 
U.S.C.  1773;  Pub.  L  92-32;  85  Stat.  85;  42 
U.S.C.  1773;  Pub.  L  92-433;  86  Stat.  724; 
Pub.  L.  94-105;  89  Stat.  511;  Pub.  L  95- 
166, 91  Stat.  1337;  Pub.  L  95-627, 92  Stat. 
3620. 

Objectives:  To  assist  states  in 
providing  nutritious  breakfasts  for 
school  children,  through  cash  grants  and 
food  donations. 

Major  Conipliance  Features 

Uses  and  Use  Restrictions:  Funds  are 
available  to  public  and  nonprofit  private 
schools,  of  high  school  grade  or  under, 
for  breakfasts.  Participating  schools  are 
reimbursed.  The  rates  of  reimbursement 
are  adjusted  on  a  semiannual  basis  to 
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reflect  changes  in  the  “food  away  from 
home"  series  of  the  Consumer  Price 
Index.  All  participating  schools  must 
agree  to  supply  free  and/or  reduced 
price  meals  to  eligible  children  on  a 
nonprofit  basis. 

Applicant  Eligibility:  State  and  U.S. 
Territory  agencies  or  private  schools 
which  are  exempt  from  income  tax 
under  the  Internal  Revenue  Code. 

Beneficiary  Eligibility:  All  children 
attending  schools  in  wUch  the  breakfast 
program  is  operating  may  participate. 

Other  Teats:  A.  Local  Level. —  1.  Test 
to  ensure  that  procedures  used  to  obtain 
meal  counts  yield  reliable  counts  by 
category,  (flee,  reduced  price  or  paid). 

2.  Sample  accounts  to  determine  that 
meals  counted  as  free,  or  at  a  reduced 
price,  are  supported  by  a  properly 
approved  application  on  file. 

3.  Review  accounts  to  determine  that 
programs  are  not  subsidizing 
nonreimbursable  activities,  (adult  meal, 
a  la  carte,  etc.). 

4.  Determine,  on  a  fiscal  year  basis, 
that  reimbursement  paid  to  a  School 
Food  Authority  does  not  exceed  the 
lesser  of  (a)  costs  or  (b)  the  number  of 
meals  times  the  maximum  rate. 

B.  State  Level. — ^The  State  agency 
documents  the  meals  served  in  schools 
within  the  State  on  a  form  entitled 
Report  of  Child  Nutrition  Programs 
(FNS-10). 

Test  whether  the  SA  has  a  system  that 
reserves  up  to  1%  of  its  funds  for  special 
developmental  projects  (Sections  4  and 
11  of  National  School  Lunch  Act). 

***10.555  National  School  Lunch 
Program  (School  Lunch  Program) 

Authorization:  National  School  Lunch 
Act  of  1946  as  amended;  Pub.  L  79-396; 
60  Stat.  230;  42  U.S.C.  1751;  Pub.  L  87- 
823,  76  Stat.  944;  42  U.S.C.  1752;  Pub.  L 
91-248,  84  Stat.  208, 42  U.S.C.  1752;  Pub. 
L  92-153;  85  Stat  419, 420;  42  U.S.C. 

1753;  Pub.  L  92-433, 86  Stat  726;  Pub.  L 
93-150;  87  Stat  560-564;  Pub.  L  93-326; 
88  Stat  286-287;  Pub.  L  9^105;  89  Stat 
512-515;  Pub.  L  95-166, 91  Stat  1325- 
1346;  Pub.  L  95-627  92  Stat.  3603-3626. 

Objectives:  To  assist  states,  through 
cash  grants  and  food  donations,  to  make 
the  s^ool  lunch  program  available  to  all 
school  children. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  To 
reimburse  participating  public  and 
nonprofit  private  schools,  of  high  school 
grade  or  under,  including  residential 
child  care  institutions,  for  lunches. 
Participating  schools  are  reimbursed  at 
rates  prescribed  by  States  for  free  and 
reduced  price  meals  to  eligible  children. 

Applicant  Eligibility:  State  and  U.S. 
Territory  agencies,  private  schools. 


residential  child  care  centers,  and 
settlement  houses  which  are  exempt 
from  income  tax.  Schools  must  operate  a 
nonprofit  lunch  program. 

Beneficiary  Eligibility:  Children  of 
high  school  grade  and  under  in 
attendance  at  participating  schools  and 
child  care  institutions. 

Formula  and  Matching  Requirements: 
Must  be  matched  by  $3  for  each  $1  of 
Federal  funds  except  that  states  having 
income  of  less  than  the  national  average 
per  capita  income  are  allowed  to  match 
at  a  lesser  rate.  Funds  from  within  the 
State  may  include  funds  derived  from 
State  and  local  tax  revenues  which  are 
used  for  food  service  programs  and 
funds  received  from  childron  for  lunch 
payments.  For  the  fiscal  years  beginning 
October  1. 1977,  and  following.  State 
revenue  (other  than  revenues  derived 
from  the  program)  appropriated  or 
specifically  reserved  and  used  for 
program  purposes  (other  than  salaries 
and  administrative  expenses  at  the  State 
as  distinguished  from  the  local  level), 
shall  constitute  at  least  10  percent  of  the 
3  to  1  matching  requirement  funds  for 
the  general  cash  for  food  assistance 
funds  for  the  preceding  fiscal  year. 

The  matching  requirement  is  complex. 
The  auditor  should  check  with  USDA  if 
necessary.  The  basic  3  to  1  match 
relates  to  Section  4  dollars  reimbursed 
for  meals  paid.  The  10%  State  match  is 
actually  10%  of  the  3  to  1  match 
computed  on  the  total.  The  10%  can 
make  up  part  of  the  3  to  1  match. 

Other  Tests:  The  features  are  the 
same  as  those  for  the  School  Breakfast 
Program. 

*  *  *  10.557  Special  Supplemental  Food 
Program  for  Women,  Infants,  and 
Children  (WIC  Program) 

Authorization:  Child  Nutrition  Act  of 
1966,  as  amended,  42  U.S.C.  1771  et  seq; 
Pub.  L.  92-433;  Section  17  of  Child 
Nutrition  Act  of  1966,  as  amended;  86 
Stat.  729;  Pub.  L  94-105;  Section  17  of 
the  Child  Nutrition  Act  of  1966,  as 
amended;  89  Stat.  518;  Pub.  L  95-627, 92 
Stat  3603. 

Objectives:  To  supply  supplemental 
nutritious  food  and  nutrition  education, 
as  an  adjunct  to  good  health  care,  to 
participants  identified  to  be  nutritional 
risks. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  State 
health  or  comparable  agencies,  Indian 
tribes,  bands,  or  intertribal  councils,  or 
groups  recognized  by  the  Departments 
of  the  Interior,  or  HEW  in  order  to  make 
supplemental  foods  available  to 
pregnant,  postpartum  and  breastfeeding 
women,  infants,  and  children  up  to  five 
years  of  age  through  local  public  or 


nonprofit  private  health  or  welfare 
agencies.  Funds  must  be  expended  to 
purchase  supplemental  foods  for 
participants  or  to  redeem  vouchers' 
issued  for  that  purpose.  Twenty  percent 
may  be  used  for  State  and  local  agency 
administrative  costs.  Only  local 
agencies  qualifying  under  State  agency 
applications  may  operate  WIC 
programs. 

Applicant  Eligibility:  A  local  agency 
is  eligible  provided:  (a)  It  gives  health 
services  free  or  at  reduced  cost  to 
residents  of  low-income  areas;  (b)  it 
serves  a  population  of  women,  infants, 
and  children  who  are  a  nutritional  risk; 

(c)  it  has  the  personnel,  expertise,  and 
equipment  to  perform  measurements, 
tests,  and  data  collection  specified  for 
the  WIC  program;  (d)  it  maintains  or  is 
able  to  maintain  adequate  medical 
records;  and  (e)  it  is  a  public  or  private 
nonprofit  health  or  welfare  agency.  All 
applicants  must  apply  through  the 
responsible  State  or  U.S.  Territory 
agency. 

Beneficiary  Eligibility:  Pregnant, 
postpartum  or  breastfeeding  women, 
infants,  and  children  shall  be  eligible  if 
they  are  determined  by  a  competent 
professional  on  the  staff  of  the  local 
agency  to  be  in  need  of  the  special 
supplemental  foods  supplied  by  the 
program,  and  they  have  a  family  income 
of  less  than  the  State  provided  or 
approved  income  standard. 

Formula  and  Matching  Requirements: 
States  and  local  agencies  bear  the 
administrative  costs  in  excess  of  their 
administrative  funds  allocation. 

Other  Tests:  A.  Local  Level. — 
Determine  if  the  local  agency  has  and  is 
carrying  out  procedures  which 
effectively  verify  that: 

1.  Unissued  and  issued  food  vouchers 
are  adequately  accounted  for  and 
safeguarded. 

2.  Redeemed  food  vouchers  are  being 
monitored  to  ensure  that  costs  claimed 
by  vendors  are  not  excessive. 

3.  Cases  of  vendor  and  participant 
abuse  are  followed  up  on,  and  actions 
are  taken,  both  to  recover  missused 
program  funds  and  to  prevent 
recurrence. 

B.  State  Level.  Determine  if  SA  has 
established  effective  procedures  for 

1.  Verifying  local  agency  claims  for 
reimbursement. 

2.  Substantiating  that  issued  food 
vouchers  are  reconciled  against 
redeemed  food  vouchers  and  that  only 
actual  reasonable  costs  are  claimed  (one 
to  one  reconciliation). 

3.  Handling  cases  of  theft,  loss  or 
embezzlement  of  food  vouchers. 
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*  *  *  10.558  Child  Care  Food  Program 

Authorization:  Section  17  of  the 
National  School  Lunch  Act  as  amended 
by  Pub,  L.  94-105:  89  Stat.  522-525;  Pub. 

L.  95-627, 92  Stat.  3603-3626. 

Objectives:  To  assist  states  to  initiate, 
maintain  or  expand  nonprofit  food 
service  programs  for  children  in  non- 
residential  institutions  providing  child 
care. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Funds  are 
made  available  for  disbursement  to 
eligible  public  and  nonprofit  private 
organizations  including  day  care 
centers,  settlement  houses,  recreation 
centers,  family  and  group  day  care 
programs.  Headstart  Centers,  and 
institutions  providing  day  care  services 
for  handicapped  children.  Disbursement 
is  made  on  the  basis  of  the  number  of 
lunches,  suppers,  breakfasts  and  snacks 
served,  using  reimbursement  rates. 

Applicant  Eligibility:  The  State  and 
U.S.  Territory  Educational  Agency  or 
other  agency  within  the  State  and  U.S. 
Territory.  Where  that  agency  is  not 
permitted  to  disburse  funds,  the 
institution  may  receive  funds  directly. 

Beneficiary  Eligibility:  Public  and 
nonproHt  private  organizations 
including  day  care  centers,  settlement 
houses,  recreation  centers,  family  day 
care  programs,  Headstart  programs, 
Homestart  programs  and  institutions 
providing  day  care  services  for 
handicapped  children,  which  are 
licensed  or  approved  by  State,  local  or 
Federal  authority,  or  can  satisfy  Federal 
interagency  day  care  requirements. 

Other  Tests:  A.  Lacal  Level. — 1.  Test 
to  ensure  that  procedures  used  to  obtain 
meal  counts  yield  accurate  counts  by 
category.  (Free,  reduced  price,  or  paid.) 

2.  Sample  accounts  to  determine  that 
meals  claimed  as  tree,  or  at  a  reduced 
price,  are  supported  by  a  properly 
approved  application  on  file. 

3.  Sample  accounts  to  determine  that 
meals  counted  as  served  to  ineligible 
persons  are  not  claimed  for 
reimbursement. 

4.  Verify  that  total  reimbursement  for 
meals  counted  as  served  to  any 
institution  do  not  exceed  the  actual  cost 
of  meals  to  the  institution,  less  income 
to  the  program. 

B.  State  Level. — 1.  If  equipment  is 
acquired  with  Federal  non-food 
assistance  funds,  check  that  the  State 
pays  at  least  25%  of  the  cost.  Some 
facilities,  which  are  especially  needy, 
may  not  have  to  provide  any  funds  at 
all. 

2.  Verify  that  the  total  reimbrnsement 
for  meals  counted  as  served  to  any 
institution  or  independent  child  care 


center  does  not  exceed  the  actual  cost  of 
meals  less  income  to  the  program. 

3.  Determine  that  start-up  funds  are 
provided  to  tinance  the  administrative 
expenses  only  for  preprogram 
operations. 

4.  Determine  that  an  adequate 
inventory  is  maintained  for  USDA 
donated  commodities. 

*  *  *  10.561  State  Administrative 
Matching  Grants  for  Food  Stamp 
Program 

Authorization:  Food  Stamp  Act  of 
1964,  Pub.  L  88-525,  78  Stat.  703,  Part 
275  of  the  Food  Stamp  Program 
Regulations;  Pub.  L.  95-113,  91  Stat.  958. 

Objectives:  To  provide  aid  to  State 
and  local  governmental  agencies  for 
administrative  costs  incurred  to  operate 
the  Food  Stamp  Program. 

Major  Compliance  Features 

Uses  and  Use  Restrictions: 
Administrative  costs  to  operate  the 
Food  Stamp  Program. 

Applicant  Eligibility:  State  welfare 
agency. 

*  *  *  10.415  Rural  Rental  Housing 
Loans 

Authorization:  Housing  Act  of  1949  as 
amended,  sections  515  and  521;  Pub.  L 
89-117;  42  U.S.C.  1485, 1490A. 

Objectives:  Loans  to  provide 
economically  designed  and  constructed 
rental  and  cooperative  housing  and 
related  facilities  suited  for  independent 
living  by  rural  residents.  Loan  fynds 
may  be  used  to  provide  essential  related 
service  facilities  appropriate  for  use  in 
connection  with  the  housing,  and  to  buy 
and  improve  the  land  on  which  the 
buildings  are  to  be  located. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Loans  can 
be  used  to  construct,  purchase,  improve, 
or  repair  rental  or  cooperative  housing. 
Generally,  housing  will  consist  of  two  or 
more  family  units.  Loans  may  not  be 
made  for  nursing,  special  care,  or 
institutional-type  homes. 

Applicant  Eligibility:  Applicants, 
which  also  may  receive  Federal  grants, 
will  be  State  or  local  public  agencies. 
Applicants  must  be  able  to  assume  the 
obligations  of  the  loan,  furnish  adequate 
security,  and  have  sufficient  income  for 
repayment.  They  must  also  have  the 
ability  and  intention  of  maintaining  and 
operating  the  housing  for  purposes  for 
which  the  loan  is  made.  Loans  may  be 
made  in  communities  up  to  10,000 
persons  and  places  up  to  20,000  persons 
under  certain  conditions. 

Beneficiary  Eligibility:  Occupants 
must  be  low  to  moderate  income 


families  including  senior  citizens  and 
handicapped  persons. 

Other  Tests:  See  the  “Other  Tests” 
outlined  for  program  No.  10.418  Water 
and  Waste  Disposal  Systems  (above). 
The  auditor  should  make  the  same  tests 
here. 

*  *  *  10.422  Business  and  Industrial 
Loans 

Authorization:  Consolidated  Farm  and 
Rural  Development  Act,  as  amended. 
Section  310B,  Pub.  L.  92-419;  7  U.S.C. 
1932. 

Objectives:  FmHA  makes  loans  to 
individuals,  partnerships,  corporations, 
Indian  tribes,  and  other  legal  entities 
which  also  could  receive  Federal  grants 
from  other  bodies  and  agencies  to 
improve,  develop  or  finance  business, 
industry  and  employment  to  improve  the 
economic  and  environmental  climate  in 
rural  communities.  This  could  include 
pollution  abatement  and  control,  and  the 
conservation,  development,  and 
utilization  of  water  for  aquacultural 
purposes. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  This  is 
administered  as  a  guarantee  program. 
However,  direct  loans  may  be  made  at 
five  percent  interest  to  public  bodies 
and  Indian  tribes  to  finance  community 
facilities,  if  not  eligible  under  the 
Community  Facilities  Loan  Program. 
Loans  to  public  bodies  will  be  used  only 
to  acquire  or  prepare  land  for  industrial 
sites,  access  streets  and  roads,  parking 
areas,  transportation  serving  the  sites, 
and  utility  extension;  and  to  construct 
and  equip  industrial  plants  for  lease  to 
private  businesses,  llie  “credit 
elsewhere”  provision  applies,  i.e.  the 
recipient  has  exhausted  all  other 
possible  sources  of  credit. 

Applicant  Eligibility:  Applicants  for 
direct  loans  must  be  located  in  cities  or 
rural  areas  having  a  population  of  fewer 
than  50,000  and  adjacent  urbanized 
areas  or  urbanizing  areas  with  a 
population  density  of  more  than  100 
persons  per  square  mile. 

Formula  and  Matching  Requirements: 
A  minimum  of  10  percent  equity  is 
required  and  all  loans  must  be 
collateralized. 

Other  Tests:  The  following 
compliance  features  apply  to  Business 
and  Industrial  Direct  loan  funds 
whenever  Federal  grant  funds  are  made 
a  part  of  the  financing  package  to 
eligible  applicants. 

1.  Determine  that  the  “credit 
elsewhere”  test  has  been  documented. 
(See  above). 

2.  Review  appropriate  escrow 
accounts,  if  used. 
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*  *  *  10.423  Community  Facilities 
Loans 

Authorization;  Consolidated  Farm  and 
Rural  Development  Act,  Section  306, 

Pub.  L  92-419:  7  U.S.C.  1926. 

Objectives;  Loans  are  made  to  public 
bodies,  political  and  quasi-political 
subdivisions  of  State  and  local 
governments,  nonprofit  organizations 
and  to  Indian  Tribes  which  could  also 
receive  Federal  grants  for  other 
purposes  to  provide  community  facilities 
for  public  use.  These  facilities  could 
include  fire  and  rescue  services, 
transportation,  traffic  control, 
community,  social,  cultural,  health  and 
recreational  benefits,  industrial  park 
sites,  access  ways  and  utility 
extensions. 

Major  Compliance  Features 

Uses  and  Use  Restrictions;  All 
facilities  financed  in  whole  or  in  part 
with  FmHA  funds  shall  be  for  public 
use. 

Applicant  Eligibility;  Applicants 
should  have  the  legal  authority  to  obtain 
the  loan,  give  security  and  repay  the 
loan,  as  well  as  for  constructing, 
operating  and  maintaining  the  facility, 
liie  applicant  should  be  unable  to 
finance  the  project  from  its  own 
resources  or  through  commercial  credit 

Beneficiary  Eligibility;  Rural  residents 
in  open  country  and  towns  and  villages 
of  not  more  than  10,000  population. 

'  Other  Tests;  See  the  “O&er  Tests” 
outlined  for  program  No.  10.418  Water 
and  Waste  Disposal  Systems  (above). 
The  auditor  should  m^e  the  same  tests 
here. 

Department  of  Commerce 

•  *  •  11.300  Economic  Development — 
Grants  and  Loans  for  Public  Works  and 
Development  Facilities 

Authorization;  Public  Works  and 
Economic  Development  Act  of  1965;  Pub. 
L  89-136,  as  amended:  42  U.S.C.  3131, 
3132,  3135,  3141,  3171. 

Objectives;  The  Act  authorizes  the 
Secretary  of  Commerce  to  make  grants 
for  public  works,  public  service  or 
development  facilities,  including  related 
machinery  and  equipment. 

Major  Compliance  Features 

Applicant  Eligibility;  States,  cities, 
counties,  tribal  governments  and  other 
political  subdivisions,  and  private  or 
public  nonprofit  organizations  lor 
associations  representing  a 
redevelopment  area  or  a  designated 
economic  development  center  are 
eligible  to  receive  grants  and  loans. 
Corporations  and  assodations 
organized  for  profit  are  not  eligible. 


Beneficiary  Eligibility;  Unemployed 
and  underemployed  persons  and/or 
members  of  low-income  families. 

Formula  and  Matching  Requirements; 
The  basic  grant  may  be  up  to  50  percent 
of  the  project  cost.  Severely  depressed 
areas  that  caimot  match  Federal  funds 
may  receive  supplementary  grants  to 
bring  the  Federal  contribution  up  to  80 
percent.  Designated  Indian  Reservations 
are  eligible  for  100  percent  grants. 
Additionally,  redevelopment  areas 
located  within  designated  economic 
development  districts  may,  subject  to 
the  80  percent  maximum  Federal  grant 
limit,  be  eligible  for  a  10  percent  bonus 
on  grants  for  public  works  projects. 
Long-term  (up  to  40  years)  low  interest 
loans  may  be  made  to  the  applicant 
when  financial  assistance  is  not 
otherwise  available  from  private  lenders 
or  Federal  agencies  on  terms  which 
would  permit  accomplishment  of  the 
project.  Although  the  authority  for  such 
loans  is  continuously  available,  it  is 
rarely  needed. 

Other  Tests;  The  auditor  should  test 
the  following: 

1.  Interest  Expense  During  Interim 
Construction. 

a.  The  construction  period  may 
commence  prior  to  the  acceptance  of  the 
ofier  of  assistance  from  EDA.  Interest  on 
funds  borrowed  to  finance  this 
construction  is  allowable.  When 
claimed,  the  explanation  of  the 
construction  involved  with  a 
computation  of  the  interest  is  to  be 
shown. 

b.  Interest  on  funds  borrowed  in 
excess  of  expected  requirements  or  for 
the  period  subsequent  to  90  days  beyond 
EDA’s  date  of  final  acceptance  is 
unallowable. 

c.  In  determining  allowable  interest  on 
bonds  issued  for  the  project,  exclude 
any  accrued  interest  purchased  for  the 
period  falling  within  the  construction 
period. 

d.  To  determine  the  net  cost  of 

'  interest,  earnings  on  the  investment  of 
project  funds  will  be  deducted  fix)m  the 
interest  paid  or  accrued.  If  the  grantee 
did  not  invest  excess  funds,  the 
estimated  amount  of  reasonable  interest 
expected  will  be  deducted  from  gross 
interest  payable.  When  an  estimated 
amount  of  interest  earned  is  deducted 
an  explanation  should  be  provided. 

e.  Imputed  interest  is  not  allowable. 

2.  Interest  During  Development  The 
development  peric^  is  a  specified  period 
subsequent  to  project  acceptance, 
during  which  time  the  revenues 
produced  are  expected  to  be  insufficient 
to  meet  interest  due  on  the  revenue 
bonds  used  to  assist  in  financing  the 
project  These  interest  expenses  may  be 
accepted  as  project  costs  only  to  the 


extent  that  the  grantee  and/or  borrower 
does  not  have  other  funds  or  sources  of 
funds  for  such  interest  payments.  The 
allowable  amount  of  development 
period  interest  will  be  determined  by 
EDA.  The  auditor  should  question  any 
development  period  interest  for  which 
the  auditor  is  unable  to  determine  the 
need. 

The  audit  should  include  sufficient 
testing  to  assure  proper  computation  of 
interest  expense.  At  a  minimum,  the 
auditor  should  examine  the  following  for 
a  sampling  of  loans  obtained:  (1)  Name 
of  lender,  (2)  date  of  loan;  (3)  principal 
of  loan;  (4)  interest  rate;  (5)  dates  and 
amounts  of  repayment;  (6)  amount  of 
interest  paid  and/or  accrued. 

3.  Tandem  Projects.  Tandem  projects 
are  joint  projects  which  usually  receive 
financial  assistance  from  both  EDA  and 
another  Federal  agency.  The  projects 
are  so  interrelated  that  one  project 
cannot  function  usefully  widiout  the 
other.  The  Department  of  Commerce  has 
determined  that  “each  of  these  projects 
is  basically  an  EDA  project  in  which 
another  Federal  agency  is  authorized  to 
participate  and  pick  up  certain  costs 
otherwise  payable  by  EDA.”  For  joint 
projects,  the  auditor  should  contact  the 
cognizant  EDA  Regional  Office  to 
determine  if  the  project  is  considered  a 
tandem  project  The  auditor  should 
verify  the  basis  used  in  determining  the 
costs  applicable  to  each  of  the 
sponsoring  agencies. 

*  *  *  ll.OOO  Local  Public  Works 
Grants 

Grants  Under  Title  I  of  the  Public  Works 
Employment  Act  of  1976  and  1977 

Authorization;  Public  Works 
Employment  Act  of  1976  and  1977. 

Objectives;  The  Act  authorized  the 
Secretary  of  Commerce  to  make  grants 
of  up  to  100  percent  of  project  costs  to 
€uiy  State  or  local  government  for  local 
public  works  projects  that  will  stimulate 
employment. 

Major  Compliance  Features 

Uses  and  Use  Restrictions;  Public 
Works  projects,  approved  by  EDA,  that 
will  help  to  stimulate  employment. 

Beneficiary  Eligibility:  State  and  local 
governments  including  the  District  of 
Columbia,  the  Commonwealth  of  Puerto 
Rico,  the  Virgin  Islands,  Guam, 
American  Samoa,  Indian  tribes,  and 
under  Round  n  the  Trust  Territory  of  the 
Pacific  Islands. 

Other  Tests;  The  auditor  is  advised 
that,  except  for  denials,  any  dates 
referred  to  below  are  shown  on  EDA 
Standard  Form  ED-1024  or  an 
equivalent  form.  This  form  is  sent  to  the 
recipient  from  EDA. 
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1.  Application  Submission  Date 
(receipt) — ^EDA  considers  the 
submission  date  to  be  synonymus  with 
the  date  the  prospective  grantee’s 
application  was  received.  The  EDA 
application  receipt  date  is  recorded  in 
Block  25  of  the  original  application 
(EDA-lOl-LPW). 

Where  EDA  determined  that  the 
application  was  incomplete  or 
inadequately  prepared,  EDA  requested 
that  corrected  material  be  sent,  and  has 
revised  Block  25  of  the  original 
application  (EDA-lOl^J’W). 

The  auditor  should  question  all  costs 
incurred  prior  to  the  date  EDA  approves 
on  the  ED-1024,  except  for  those 
expenses  incurred  under  the  “Uniform 
Relocation  Assistance  and  Real 
Property  Acquistion  Policies  Act  of 
1970"  as  amended. 

Furthermore,  for  LPW 11  projects 
originally  submitted  but  denied  under 
Round  I,  all  costs  incurred  prior  to  the 
project  resubmission  date  (3.  below)  are 
unallowable  except  for  administration 
and  the  expenses  for  other 
nonconstruction  activities.  All 
construction  related  activities  including 
renovation,  repair,  and  other 
improvements  are  unallowable  (see 
Note  D). 

2.  Construction  (including  demolition 
and  other  site  preparation  activities) 
renovation,  repair,  or  other  improvement 
costs — Includes  all  project  costs  and  the 
costs  of  architectural  and  engineering 
services  required  to  complete  and 
update  plans,  specifications  and 
estimates  where  either  architectural 
design  or  preliminary  engineering  or 
related  planning  has  already  been 
undertaken,  and  where  additional 
architectural  and  engineering  work  or 
related  planning  is  required  to  permit 
construction  of  the  project  All  other 
architectural-engineering  services  are 
considered  to  be  construction  activities 
and,  except  as  permitted  above,  are 
unallowable  when  performed  by  public 
employees  for  LPW  n  projects. 

The  LPW  n  restriction  concerning  use 
of  public  employees  does  not  apply  to 
Round  I  (R-1)  errof  projects. 

3.  Project  Resubmission  Date — ^The 
EDA  LPW  Round  II  supplemental 
application  receipt  date  recorded  in 
Block  25  of  the  supplemental  application 
(Form  ED-lOl-LPW-S). 

4.  Project  Denial  Date — ^The  date  the 
grantee  was  notiHed  on  Standard  Form 
EO-1026  or  equivalent  form  that  its 
project  was  denied,  or  December  23, 
1976,  whichever  date  is  earlier. 


Unallowable  Costs 

(Pub.  L  94-369  and  9S-28).  , 

A.  Listed  below  are  unallowable  costs 
for  all  LPW  grants:  1.  All  costs  incurred 
before  the  original  application 
submission  (EDA  receipt)  date  (see  1. 
above)  except  for  those  expenses 
incurred  under  the  “Uniform  Relocation 
Assistance  Act  of  1970  (Pub.  L  91-846). 

2.  Acquisition  of  any  interest  in  real 
property. 

3.  Maintenance. 

4.  Interest  costs,  except  where 
legislatively  authorized. 

B.  Listed  below  are  unallowable  costs 
for  LPW  II  grants  only,  excluding  LPW  n 
Round  I  error  grants: 

1.  Construction  performed  directly  by 
public  employees. 

2.  Purchase  of  raw  materials  and. 
goods  used  in  LPW  projects,  which 
items  were  not  substantially  produced 
or  mined  in  the  U.S. 

3.  Construction  (definition  2.  above) 
work  performed  prior  to  the  date  EDA 
received  the  grantees  resubmission 
(definition  3.  above)  of  a  Round  I 
application  resumbmitted  under  LPW  II. 

4.  Costs  incurred  in  violation  of  the 
grant  clause  requiring  a  10  percent  set 
aside  for  minority  enterprise. 

C.  Listed  below  are  imallowable  costs 
for  LPW  n  Round  I  error  grants  only:  1. 
Construction  costs  (definition  2.  above) 
incurred  prior  to  the  project  denial  date 
(definition  4.  above)  for  Round  I  error 
projects  awarded  under  LPW  n. 

*  *  *  11.423  Coastal  Energy  Impact 
Program  Loans  and  Guarantees 

Authorization:  Coastal  Zone 
Management  Act  Amendments  of  1978, 
Section  308(D)(1)  loans  and  308(D)(2) 
bond  guarantees;  16  U.S.C.  1451  et  seq; 
Pub.  L  94-370. 

Objectives:  To  provide  financial 
assistance  for  public  facilities  necessary 
to  support  increased  populations 
stemming  from  new  or  expauided  coastal 
energy  activity. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  The  public 
facilities  eligible  include,  but  are  not 
limited  to,  highways  and  secondary 
roads,  parking,  mass  transit,  docks, 
navigation  aids,  fire  and  police 
protection,  water  supply,  waste 
collection  and  treatement  (including 
drainage),  schools  and  education,  and 
hospitals  and  health  care. 

Applicant  Eligibility:  Any  coastal 
State  which  has  a  management  program 
which  has  been  approved  under  Section 
306,  or  is  making,  in  the  judgment  of  the 
Assistant  Administrator,  satisfactory 
progress  toward  the  development  of  a 
management  program  which  is 
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consistent  with  the  polices  set  forth  in 
Section  303. 

Beneficiary  Eligibility:  Only  units  of 
general  purpose  local  government  in  the 
coastal  zone  (as  defined  by  the 
Department  of  Commerce)  and  State 
agencies  are  eligible  for  CEBP  financial 
assistance. 

Formula  and  Matching  Requirements: 
Up  to  100  percent  Federal  funding. 

Other  Tests:  The  auditor  should  test 
compliance  with  the  terms  and 
conditions  of  the  loan  agreement 

Department  of  Health  and  Human 
Services  and  Department  of  Education 

*  *  *  13.224  Community  Health 
Centers  (Public  Health  Service  Act 
Section  330) 

Authorization:  Section  330,  Public 
Health  Service  Act;  Pub.  L.  95-626,  as 
amended  by  Title  I;  Pub.  L.  95-83,  as 
amended  by  Title  V;  Pub.  L  94-63;  42 
U.S.C.  254C;  (Previously,  Public  Health 
Service  Act  Title  m.  Section  314(e);  as 
amended  by  Section  3  of  the 
Comprehensive  Health  Planning  and 
PHS  Amendments  of  1966;  Pub.  L  89- 
749;  Section  2  of  the  Partnership  for 
Health  Amendments  of  1967;  Pub.  L  90- 
174;  and  Title  II  of  the  1970  Amendments 
to  PHS  Act;  Pub.  L  91-515). 

Objectives:  To  support  the 
development  and  operation  of 
community  health  centers  which  provide 
primary  health  services,  supplemental 
health  services  and  environmental 
health  services  to  medically 
underserved  populations. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Proposals 
designed  to  improve  the  availability, 
accessibility  and  organization  of  health 
care  within  medically  underserved 
commimities.  Services  must  be  provided 
in  accordance  with  plans  of  the  State 
comprehensive  health  planning  agency. 
Funds  may  be  used  for  acquiring  and 
modernizing  existing  buildings  including 
the  costs  of  amortizing  the  principal  of 
and  paying  the  interest  on  loans.  Special 
purpose  equipment  in  excess  of  $1,000 
requires  prior  approval. 

Applicant  Eligibility.  State  and  local 
governments,  any  public  or  nonprofit 
private  agency,  institution,  or 
organization.  Profit  making 
organizations  are  not  eligible. 

Beneficiary  Eligibility  Population 
groups  in  medically  'underserved  areas. 

Formula  and  Matching  Requirements: 
Applicant  must  assume  part  of  the 
project  costs  determined  on  a  case-by- 
case  basis. 
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*  *  *  13.232  Maternal  and  Child 
Health  Services  (MCH) 

Authorization:  Social  Security  Act, 

Pub.  L  74-271,  Title  V,  Section  503, 42 
U.S.C.  703. 

Objectives:  To  provide  financial 
support  to  States  (1)  to  extend  and 
improve  services  (especially  in  rural 
areas  and  in  areas  suffering  from  severe 
economic  distress]  for  reducing  infant 
mortality  and  improvement  of  the  health 
of  mothers  and  children,  (2)  to  provide 
programs  of  projects  which  offer 
reasonable  assurance,  particularly  in 
areas  with  concentrations  of  low  income 
families,  of  satisfactorily  (a)  helping  to 
reduce  the  incidence  of  mental 
retardation  and  other  handicapping 
conditions  caused  by  complications 
associated  with  childbearing  and  of 
satisfactorily  helping  to  reduce  infant 
and  maternal  mortality:  (b)  promoting 
the  health  of  children  and  youth  of 
school  or  preschool  age;  and  (c) 
promoting  the  dental  health  of  children 
and  youth  of  school  or  preschool  age, 
and  (3)  for  special  projects  of  regional  or 
national  significance  which  may 
contribute  to  the  advancement  of 
maternal  and  child  health  services. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  The  grants 
may  be  used  for  health  services  in 
maternity  clinics,  to  find  vulnerable 
patients  early  in  pregnancy  and  make 
available  a  broad  spectnun  of  diagnostic 
and  specialist  consultation  services,  to 
provide  hospitalization  during  the 
prenatal  period  as  well  as  during  labor 
and  delivery,  for  medical  and  intensive 
nursing  care  for  prematurely  bom  and 
other  high-risk  infants,  visits  of  public 
health  nurses,  support  of  hospital 
intensive  care  units  for  high-risk 
newborn  infants,  well-child  clinics, 
pediatric  clinics,  promotion  of  health 
services  and  for  screening,  diagnosis, 
treatment,  correction  of  defects,  and 
after-care,  both  medical  and  dental,  for 
children  and  youth  of  school  and 
preschool  age,  school  health  programs, 
dental  care  for  children  and  pregnant 
women,  family  planning,  immunizations 
against  preventable  diseases,  and 
training  of  professional  personnel. 

States  conduct  special  clinics  for 
mentally  retarded  children  where 
diagnostic,  counselling,  treatment,  and 
followup  services  are  provided.  These 
grants  may  be  used  for  the  provision  of 
health  services  and  the  purchase  of 
services  and  care  from  hospitals,  and 
other  providers.  States  may  also  include 
in  their  dental  care  programs  of  projects 
research  looking  toward  the 
development  of  new  methods  of 
diagnosis  or  treatment,  or  demonstration 


of  the  utilization  of  dental  personnel 
with  various  levels  of  training.  Funds 
may  not  be  used  for  purchase  or 
construction  of  buildings;  for  salaries  of 
personnel  paid  fi'om  other  Federal  grant 
funds. 

Applicant  Eligibility:  Formula  grants 
are  available  to  State  health  agencies. 
Limited  project  grants  are  available  to 
State  health  agencies  and  to  institutions 
of  higher  learning  for  special  projects. 

Beneficiary  Eligibility:  Modiers, 
infants,  and  children  in  need  of  health 
care,  and  trainees  in  the  health 
professions. 

*  *  *  13.256  Health  Maintenance 
Organizations  (HMOs) 

Authorization:  Title  XIII  of  the  Public 
Health  Service  Act,  Health  Maintenance 
Organizations  (42  U.S.C.  300e),  as 
amended  by  Health  Maintenance 
Organization  Amendments  of  1976,  and 
Pub.  L.  95-559,  HMO  Amendments  of 
1978. 

Objectives:  To  stimulate  the 
development  and  increase  the  number  of 
various  models  of  prepaid, 
comprehensive  health  maintenance 
organizations  and  the  expansion  of 
federally  qualified  HMO’s. 

Major  Compliance  Feahures 

Uses  and  Use  Restrictions:  Feasibility 
surveys,  planning,  and  initial 
development  projects  and  initial 
operation  costs. 

Applicant  Eligibility:  (1)  Grants  and 
Loans:  Public  and  private  nonprofit 
organizations  that  plan  to  develop, 
operate  and  expand  an  HMO;  (2)  Loans 
guarantees:  private  organizations, 
including  profit-making  organizations, 
that  plan  to  develop  or  operate  and 
expand  an  HMO  in  a  medically 
underserved  area;  and  (3)  Loans  and 
loan  guarantees  for  initial  operating 
costs:  Federally  qualified  HMOs. 

Formula  and  Matching  Requirements: 
Requires  10  percent  matching  unless 
servicing  a  medically  imderserved  area. 

*  *  *  13.295  Community  Mental 
Health  Centers  Comprehensive  Services 
Support 

Authorization:  Community  Mental 
Health  Center  Amendments  of  1975, 

Title  III,  Pub.  L.  94-63;  42  U.S.C.  2681- 
2696. 

Objectives:  To  provide  comprehensive 
mental  health  services  through  a 
community  mental  health  center  via  six 
grant  programs:  Staffing,  planning 
grants,  grants  for  initial  operations, 
consultation  and  education  services, 
conversion  grants,  and  financial  distress 
grants.  The  comprehensive  services 
which  centers  must  provide  are: 
inpatient,  outpatient,  day  care,  and  other 


partial  hospitalization  services  and 
emergency  services:  specialized  services 
for  the  mental  health  of  children: 
specialized  services  for  the  mental 
health  of  the  elderly;  consultation  and 
education  services;  assistance  to  courts 
and  other  public  agencies  in  screening 
catchment  (service)  area  residents 
considered  for  referral  for  inpatient 
treatment  in  a  State  mental  health 
facility;  follow-up  care  for  catchment 
area  residents  discharged  firom  a  mental 
facility;  transitional  halfway  house 
services  for  catchment  area  residents 
discharged  from  mental  health  facilities 
or  who  would  require  inpatient  care 
without  such  hal^ay  house  services; 
unless  there  is  insufficient  need,  or  the 
need  is  otherwise  being  met,  specialized 
programs  for  the  prevention,  treatment, 
and  rehabilitation  of  alcohol  and  drug 
abusers,  alcoholics,  and  drug  addicts. 
Cross  catchment  area  sharing  of 
inpatient  services,  emergency  services, 
and  transitional  half-way  house  services 
through  appropriate  arrangements  with 
health  professionals  and  others  serving 
the  residents  of  the  catchment  area  is 
permitted. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Planning 
grants  to  assess  area  needs  for  mental 
health  services,  design  a  CMHC 
program,  obtain  financial  and 
professional  assistance  and  support  for 
the  program  and  encourage  community 
involvement.  Maximiim  support  is 
$75,000  for  1  year. 

Grants  for  Initial  Operations  provide 
up  to  8  years  of  financial  support  (on  a 
decreasing,  deficit  basis],  grantee  must 
have  an  acceptable  plan  for  the 
provision  of  six  initial  services 
(inpatients,  emergency,  outpatient, 
screening  to  courts  and  other  agencies, 
follow-up  and  consultation  and 
education]  in  place  within  90  days  of  the 
first  day  of  funding,  and,  within  three 
years  following  receipt  of  initial 
operations  funding,  the  Center  must 
have  all  twelve  services  in  place. 
Support  for  centers  in  poverty  areas  is 
provided  at  a  higher  level  of  funding. 
Existing  centers  may  opt  to  continue  to 
receive  staffing  grant  support  under 
former  provisions  of  the  CMHC  Act,  but 
must  provide  at  least  the  following  six 
services:  inpatient,  emergency, 
outpatient,  screening  to  courts  and  other 
agencies,  follow-up  and  consultation 
and  education. 

Grants  for  Consultation  and 
Education  Services  begin  with  the  fifth 
year  of  a  center’s  operation  unless  the 
Secretary  determines  that  C&E  services 
could  not  be  provided  in  the  third  and 
fourth  year  without  such  a  grant.  Grants 
may  be  made  to  nonfederally  funded 
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centers  which  are  providing  all  other 
required  services.  Conversion  grants 
may  be  provided  for  a  maximum  of  2 
years  to  centers  funded  under  the  former 
Act  to  enable  them  to  provide  additional 
services  mandated  by  this  legislation. 

Financial  distress  grants  may  be 
provided  for  up  to  5  years  to  centers 
whose  original  staffing  or  operations 
grants  have  terminated  because  of 
statutory  limits  as  to  funding  period  and 
which  demonstrate  that  without  s\^ch 
support  they  would  have  significant 
reduction  in  quality  of  services  or  be 
unable  to  provide  all  required  services. 

Staffing  grants  provide  funds  on  a 
matching  basis  for  salaries  of 
professional  and  technical  personnel 
providing  new  services  within  a 
community  mental  health  center.  Only 
support  for  continuation  grants  is 
available. 

Applicant  Eligibility;  Eligibility  for 
each  program  is  as  follows:  Planning: 
public  and  nonprofit  private  entities 
which  have  the  responsibility  for 
planning  and  program  development  for 
the  catchment  (service]  area  and  are 
located  in  an  area  which  has  not  been 
awarded  any  community  mental  health 
center  grants. 

Initial  Operations:  Public  and 
nonprofit  private  community  mental 
health  centers,  and  any  public  or 
nonprofit  private  entity  which  (a)  is 
providing  mental  health  services,  (b) 
meets  requirements  in  Sections  201  and 
206  of  Pub.  L  94-63  with  respect  to  the 
provision  and  coordination  of  health 
services,  governing  bodies,  quality 
assurance  programs,  medical  records 
systems,  professional  advisory  boards, 
etc.,  and  (c)  has  an  acceptable  plan  for 
the  provision  of  the  required  services 
within  the  time  limits  imposed  by  the 
authorizing  legislation. 

Consultation  and  Education;  Ongoing 
community  mental  health  centers;  new 
CMHC’s  awarded  Initial  Operations 
grants;  and  public  or  nonprofit  private 
entities  which  fulfill  requirements  of 
Sections  201  and  206  of  Pub.  L.  94-63. 

Conversion  Grants:  Current  recipient 
of  a  staffing  grant,  a  “specialty”  grant 
(alcohol,  drug  abuse,  or  Part  F  children’s 
grant),  an  initial  operations  grant  or  a 
financial  distress  grant  which 
demonstrates  that  there  is  going  to  be  an 
operating  deficit  in  one  or  more  of  newly 
required  services. 

Financial  Distress  Grants:  Current 
community  mental  health  centers  which 
are  terminating  their  eighth  year  of 
staffing,  or  operations  grants  which 
demonstrate  a  need  for  further  support 
in  order  to  prevent  a  significant 
reduction  in  the  types  or  quality  of 
services  provided  or  an  inability  to 


provide  the  newly  required  services  of 
Pub.  L  94-63,  Section  201(b). 

Stajfing:  Existing  centers  may  opt  to 
continue  to  receive  staffing  grant 
support  under  former  provision  of  the 
Cl^C  Act.  A  grantee  receiving  staffing 
support  must  provide  at  least  the 
following  six  services:  inpatient, 
emergency,  outpatient,  screening  to 
courts  and  other  agencies,  follow-up, 
and  consultation  and  education. 

Services  must  be  provided  to  individuals 
of  all  ages. 

Formula  and  Matching  Requirements: 
Planning  Grants:  Limited  to  $75,000  by 
law. 

Initial  Operations:  Lesser  of  the 
following:  the  amount  by  which  the 
applicant’s  anticipated  costs  of 
operations  exceed  the  anticipated 
income  for  a  given  year  or  the  Federal 
share  percentage  of  expenditures  for 
each  year  of  operation.  Poverty  area  (as 
designated  by  the  Secretary,  DHEW): 
first  two  years:  90  percent  of  the 
projected  costs  of  operation;  80  percent 
(third  year)  70  percent  (fourth  year)  60 
percent  (fifth  year)  50  percent  (sixth 
year)  40  percent  (seventh  year)  and  30 
percent  (eighth  year).  Nonpoverty  areas; 
Federal  share  on  a  decreasing  basis 
related  to  the  projected  costs  of 
operation:  80  percent  (first  year]  65 
percent  (second  year)  50  percent  (third 
year)  35  percent  (fou^  year]  30  percent 
(fifth  and  sixth  years]  and  25  percent 
(seventh  and  eighth  years). 

Consultation  and  Education:  Grantees 
must  be  in  the  fourth  year  or  beyond 
(unless  waived  by  the  Secretary). 
Amount  eligible  is  lesser  of  the 
following:  estimated  costs  of  providing 
consultation  and  education  services  in 
proposed  grant  year  or:  $.50  per  capita 
of  catchment  area  population  plus  the 
lesser  of  either  $.25  per  capita  or  50 
percent  of  anticipated  receipts  for 
consultation  and  education  (first  and 
second  grants):  $.50  per  capita  plus  the 
lesser  of  $.25  per  capita  or  25  percent  of 
anticipated  receipts  (third  grant):  $.25 
per  capita  plus  the  lesser  of  $.25  per 
capita  or  25  percent  of  anticipated 
receipts  for  consultation  and  education 
services  for  poverty  areas  as  determined 
by  the  Secretary,  DHEW  (fourth  and 
succeeding  grants);  $.125  per  capita  plus 
the  lesser  of  12  percent  of  the 
anticipated  receipts  for  consultation  and 
education  services  or  $50,000  (fourth  and 
succeeding  grants  for  non-poverty 
areas). 

Conversion  Grants:  Amount  eligible  is 
the  difference  between  the  estimated 
expenditures  and  the  estimated  inconie 
for  the  one  year  of  support  being 
requested  for  providing  new  services 
required  by  Pub.  L  94-69. 


Financial  Distress  Grants:  Amount 
available  is  the  lesser  ofi  90  percent  of 
the  percentage  ceiling  of  the  last  CMHC 
staffing  or  operations  grant  awarded 
(less  any  costs  of  providing  consultation 
and  education  services  during  the 
requested  grant  year)  or  amount  by 
which  estimated  costs  exceed 
anticipated  income. 

Stajfing  grants  are  awarded  on  the 
lesser  of  the  amount  by  which  the 
applicant’s  anticipated  costs  exceed  the 
anticipated  income  or  a  decreasing 
percentage  basis  for  a  period  of  8  years. 
The  Federal  share  may  be  up  to  75 
percent  of  the  eligible  salary  costs  for 
the  first  2  years,  60  percent  the  3rd  year, 
45  percent  the  4th  year,  and  30  percent 
for  the  last  4  years.  Fed.eral  share 
percentage  for  areas  designated  by  the 
Secretary  as  poverty  areas  is  higher,  up 
to  90  percent  of  staff  costs  for  the  first  2 
years.  80  percent  for  the  3rd  year,  75 
percent  for  the  next  2  years,  and  70 
percent  for  the  remaining  3  years. 

*  *  *  13.403  Bilingual  Education  (Title 
VH) 

Authorization:  Bilingual  Education 
Act;  Title  VII  of  the  Elementary  and 
Secondary  Education  Act  of  1965,  Pub. 

L  89-10,  amended  by  Pub.  L  95-561;  20 
U.S.C.  3221-3261. 

Objectives:  To  develop  and  carry  out 
elementary  and  secondary  school 
programs,  including  activities  at  the  pre¬ 
school  level,  to  meet  the  educational 
needs  of  children  of  limited  English 
proficiency. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  (1)  The 
establishment,  operation,  and 
improvement  of  programs  of  bilingual 
education:  (2)  auxiliary  and 
supplementary  community  and 
educational  activities  designed  to 
facilitate  and  expand  the 
implementation  of  such  programs, 
including  adult  education  programs  and 
preschool  programs;  (3)  the  preparation 
of  personnel  for  bilin^al  education 
programs,  teacher  training  including 
career  development  opportunities,  short¬ 
term  training  institutes,  and  fellowship 
for  study  in  the  field  of  training  teachers 
for  bilingual  education;  (4)  curriculum 
and  materials  development,  including 
assessment  and  dissemination.  (5) 
planning,  and  technical  assistance  for 
the  development  of  bilingual  programs: 
and  (6)  desegregation  assistance, 
Federd  funds  made  available  under  this 
Title  will  be  used  to  supplement  not  to 
supplant  existing  funds. 

Applicant  Eligibility:  All  states 
including  the  District  of  Columbia. 
Puerto  Rico.  Guam,  American  Samoa, 
the  Virgin  Idands.  the  Trust  Territory  of 
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the  Pacific  Islands  and  the  Department 
of  the  Interior.  Grants  may  be  made  to  a 
State  Education  Agency,  Local 
Education  Agency  (LEA)  or  agencies,  or 
to  an  institution  of  higher  education 
including  Junior  and  Community 
Colleges,  and  private  nonprofit 
organizations  which  apply  jointly  or 
after  consultation  with  one  or  more  local 
education  agencies.  A  nonprofit 
institution  or  organization  of  an  Indiam 
tribe  may  be  eligible  when  it  operates 
an  elementary  or  secondary  school  on 
the  reservation  and  is  approved  by  the 
Commissioner  for  the  purpose  of  the 
Title.  For  research  contracts,  public  and 
private  educational  agencies, 
institutions,  and  organizations  are 
eligible. 

Beneficiary  Eligibility:  Non-English 
speaking  children  or  children  with 
limited  English  proHciency  ages  3  to  18. 
Children  in  both  public  and  nonprofit 
private  schools  are  eligible  to 
participate. 

Formula  and  Matching  Requirements: 
State  Education  Agencies  are  allowed 
up  to  5  percent  of  the  amounts  awarded 
to  the  lea’s  during  the  preceding  fiscal 
year.  No  formula  or  matching 
requirements  for  other  programs. 

*  *  *  13.428  Educationally  Deprived 
Children-Local  Educational  Agencies 
(Title  I,  ESEA-Part  A  Sub-Part  I — ^Basic 
Grants,  and  Subpart  2 — Special  Grants] 

Authorization:  Elementary  and 
Secondary  Education  Act  of  1965;  Title  I; 
Pub.  L.  89-10  as  amended. 

Objectives:  To  expand  and  improve 
educational  programs  to  meet  the  needs 
of  educationally  disadvantaged  children 
in  low-income  areas  whether  enrolled  in 
public  or  private  elementary  and 
secondary  schools. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Primarily 
for  provision  of  instructional  activities 
to  educationally  deprived  children  in 
areas  having  a  high  concentration  of 
children  from  low-income  families.  Also 
includes  service  activities  not  available 
from  other  sources.  Services  must 
supplement,  not  supplant,  those 
normally  provided  by  State  and  local 
educational  agencies. 

Applicant  Eligibility:  Departments  of 
Education  in  states  and  outlying  areas; 
Bureau  of  Indian  Affairs. 

Beneficiary  Eligibility:  Local  School 
Districts  providing  supplementary 
services  to  educationally  deprived 
children  residing  in  low-income  areas. 

*  *  *  13.429  Migrant  Education 

Authorization:  Elementary  and 
Secondary  Education  Act  of  1965  as 
amended;  Pub.  L  89-10  and  Pub.  L.  89- 


750  as  amended  by  Pub.  L.  95-561;  20 
U.S.C.  2761,  2762,  2763. 

Objectives:  To  expand  and  improve 
programs  to  meet  the  special 
educational  needs  of  children  of 
migratory  agricultural  workers  or 
migratory  fishers. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Identify 
and  meet  specific  needs  of  migrant 
children  through  supplementary 
instruction,  health,  nutrition, 
psychological  services,  cultural 
development,  and  prevocational  training 
and  counseling. 

Applicant  Eligibility:  State 
Educational  Agencies. 

Beneficiary  Eligibility:  Children  of 
migratory  agricultural  workers  or 
migratory  fishers. 

*  *  *  13.449  Handicapped  Preschool 
and  School  Programs  (Part  B,  Education 
of  the  Handicapped  Act] 

Authorization:  Education  of  the 
Handicapped  Act,  Title  VI,  Part  B;  Pub. 

L.  91-230;  as  amended  by  Pub.  L.  93-380 
and  Pub.  L.  94-142;  as  amended  by  Part 
D,  Section  1341  of  the  Education 
Amendments  of  1978;  20  U.S.C.  1411- 
1419. 

Objectives:  Free,  appropriate  public 
education  to  ail  handicapped  children. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  To  provide 
the  special  education  and  related 
services  needed  to  make  a  &ee, 
appropriate,  public  education  available 
to  all  handicapped  children  in  the  State. 

Applicant  Eligibility:  State  education 
agencies  in  the  50  states.  District  of 
Columbia,  Puerto  Rico,  American 
Samoa,  Northern  Mariana  Island,  Guam, 
Virgin  Island,  and  Trust  Territory  of  the 
Pacific  Islands,  and  the  Department  of 
the  Interior,  Bureau  of  Indian  Affairs 
may  apply  to  the  Office  of  Education  for 
participation  in  the  Part  B,  EHA 
program. 

Beneficiary  Eligibility:  Mentally 
retarded,  hard  of  hearing,  deaf,  speech 
impaired,  visually  handicapped, 
seriously  emotionally  disturbed, 
orthopedically  impaired,  other  health 
impaired,  children  having  specific 
learning  disabilities  deaf-blind  children 
or  multihandicapped  children  who 
require  special  education  and  related 
services  are  eligible. 

Formula  and  Matching  Requirements: 
There  are  non-supplanting  and  excess 
cost  requirements.  State  funds  available 
to  the  State  for  direct  and  support 
services  must  be  matched  on  a  program 
basis.  There  is  no  matching  requirement 
for  funds  distributed  to  the  local 


educational  agency  or  the  intermediate 
education  units. 

*  *  *  13.478  School  Assistance  in 
Federally  Affected  Areas-Maintenance 
and  Operation  (Impact  Aid/Disaster 
Aid] 

Authorization:  Federally  Impacted 
Areas,  Titles  I  and  IV,  of  Pub.  L.  81-874, 
as  amended. 

Objectives:  To  alleviate  burdens  due 
to  the.  Federal  Activity  where  tax  base 
of  a  district  is  reduced  through  the 
Federal  acquisition  of  real  property; 
sudden  and  substantial  increase  in 
school  attendance  as  the  result  of 
Federal  activities:  education  for  children 
residing  on  Federal  property;  or  children 
whose  parents  are  employed  on  Federal 
property  or  in  the  Uniformed  Service. 

To  provide  assistance  for  the 
education  of  children  residing  with  a 
parent  who,  at  any  time  during  the  3- 
year  period  preceding  the  fiscal  year  of 
application,  was  a  refugee  meeting 
requirements  of  the  Migration  and 
Refugee  Assistance  Act  of  1962  provided 
payment  was  not  made  under  Section 
2(b](4]  of  that  Act. 

To  provide  major  disaster  assistance 
by  replacing,  repairing  damaged  or 
destroyed  supplies,  equipment  or 
facilities. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  For 
payment  of  maintenance  and  operation 
expenditures.  This  does  not  limit  nor 
specify  the  uses  that  can  be  made  of 
funds  received  by  an  eligible  district, 
except  payments  attributable  to 
handicapped  children.  Limited  to  free 
public  elementary  and  secondary 
education. 

Applicant  Eligibility:  Local 
educational  agencies  (LEA]  which 
provide  free  public  elementary  or 
,  secondary  education  may  apply  under 
the  following:  Section  2-10  percent  of 
the  assessed  evaluation  of  property  in 
school  district  acquired  by  the  Federal 
Government  since  1938  which  caused  a 
continuing  financial  burden;  Section  3-3 
percent  of  total  average  daily 
attendance  (ADA]  or  400  ADA  of  pupils 
who  either  live  on  Federal  property  or 
have  a  parent  who  works  on  Federal 
property  or  is  on  active  duty  in  the 
uniformed  services  or  20  percent  of 
children  in  ADA  residing  with  parents 
who  were  in  refugee  status:  Section  4 — 
an  increase  in  ADA  in  current  year 
directly  caused  by  Federal  activities 
equal  to  5  percent  of  non-Federal  ADA 
of  preceding  year.  Section  7 — provides 
assistance  for  current  school 
expenditures  in  cases  of  certain 
disasters. 
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Beneficiary  Eligibility:  Public 
elementary  and  secondary  school 
children. 

*  *  *  13.493  Vocational  Education — 
Basic  Grants  to  States 

Authorization:  Vocational  Education 
Act  of  1963,  as  amended  by  Title  II  of 
the  Education  Amendments  of  1976,  Pub. 
L  94-482;  20  U.S.C.  2301  to  2461;  90  Stat. 
2168-2213. 

Objectives:  To  assist  states  in 
improving  planning  and  in  conducting 
vocational  programs  on  the  local  level 
for  persons  of  all  ages  who  desire  and 
need  education  and  training  for 
employment. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  For 
vocational  education  programs; 
cooperative  vocational  education 
programs;  energy  education  programs; 
construction  of  area  vocational 
education  school  facilities;  support  of 
full-time  personnel  to  eliminate  sex  bias; 
provision  of  stipends  if  necessary  due  to 
inadequate  funding  in  other  programs; 
placement  services  for  students  who 
have  successfully  completed  vocational 
education  programs  if  necessary  due  to 
inadequate  funding  in  other  programs; 
industrial  arts  programs;  support 
services  for  women  who  enter  programs 
designed  to  prepare  individuals  for 
employment  in  jobs  which  have  been 
traditionally  limited  to  men;  day  care 
services  for  children  of  vocational 
students;  vocational  education  for 
displaced  homemakers  and  other  special 
groups;  construction  and  operation  of 
residential  vocational  schools; 
vocational  training  through 
arrangements  with  private  vocational 
training  institutions;  and  State  and  local 
administration  costs.  Each  State  must 
use  80  percent  of  its  allotment  under 
Section  102[a)  for  these  purposes.  Each 
State  must  also  allocate  the  following 
minimum  portions  of  their  total 
allotment  under  Section  102(a)  as 
follows:  20  percent  for  vocational 
education  for  the  disadvantaged  and  for 
persons  who  have  limited  English- 
speaking  ability  and  for  stipends;  15 
percent  for  postsecondary  and  adult 
vocational  education;  and  10  percent  for 
vocational  education  programs  for 
handicapped  persons. 

Applicant  Eligibility:  State  Boards  for 
Vocational  Education. 

Beneficiary  Eligibility:  Individuals 
requiring  vocational  training. 

•  *  *  13.571  Improvement  in  Local 
Educational  Practice 

Authorization:  Elementary  and 
Secondary  Education  Act,  Title  IV,  Part 
C,  20  U.S.C.  3111. 


Objectives:  To  local  educational 
agencies  to  improve  their  educational 
practices. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Activities 
that  will  improve  their  educational 
practices,  including  (1)  development  and 
demonstration  of  activities  addressing 
serious  educational  problems  such  as 
the  need  for  effective  programs  for 
children  with  special  needs  (e.g., 
educationally  deprived,  gifted  and 
talented,  and  handicapped,  children); 
high  rates  of  children  who  do  not 
complete  secondary  school;  need  of 
children  in  nonpublic  schools  for 
improved  educational  services;  (2) 
encouraging  development  and 
demonstration  of  improved  means  of 
carrying  out  programs  for  educationally 
deprived  children  in  areas  with  large 
concentrations  of  low-income  families; 

(3)  activities  to  improve  achievement  of 
children  in  basic  skills;  (4)  activities  to 
encourage  parental  participation;  (5) 
development  of  programs  to  diagnose 
learning  problems  and  methods  to 
assess  achievement  of  children, 
including  those  in  nonpublic  schools;  (6) 
improving  school  management; 
professional  development  programs  for 
teachers,  administrators,  and  other 
instructional  personnel;  (7)  early 
childhood  and  family  education 
programs;  (8)  expanding  education 
beyond  the  school  building;  (9) 
encouraging  innovation  and 
improvement  in  compensatory 
education  efforts;  (10)  improving  school 
management.  In  fiscal  year  1980, 5 
percent,  and  in  fiscal  year  1981  and 
thereafter,  10  percent  of  any  increase  in 
the  ^ds  available  over  fiscal  year  1979 
must  be  used  to  improve  school 
management  and  coordinate  all 
resources  to  improve  means  of  meeting 
individual  needs  of  every  child  in  the 
school;  50  percent  of  such  increase  must 
be  used  to  improve  compensatory 
education  efforts.  Fifteen  percent  must 
be  spent  on  special  programs  or  projects 
for  the  education  of  children  with 
specific  learning  disabilities  and 
handicapped  children;  and  expenditures 
for  programs  and  projects  for  non-public 
school  children  will  be  equal  to 
expenditures  for  public  school  children. 

Applicant  Eligibility:  Any  State  or 
local  educational  institution. 

Beneficiary  Eligibility:  Beneficiaries 
include  State  and  local  educational 
agencies. 


*  *  *  13.600  Administration  for 
Children,  Youth  and  Families 

Head  Start 

Authorization:  Head  start  Economic 
Opportimity  and  Community 
Partnership  Act  of  1974;  Pub.  L  93-644, 
Title  V,  Parts  A-C  42  U.S.C.  2921  et  seq. 
as  amended. 

Objectives:  To  provide  comprehensive 
health  educational,  nutritional,  social 
and  other  services  primarily  to 
preschool  economically  disadvantaged 
children  and  their  families  so  that  the 
children  will  attain  overall  social 
competence. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Ninety 
percent  of  the  enrollees  in  a  program 
must  come  from  families  whose  income 
is  below  the  poverty  guidelines  as 
established  by  the  Office  of 
Management  and  Budget.  Training 
programs  are  available  for  employees  of 
Head  Start  programs. 

Applicant  Eligibility:  Any  local 
government  or  private  nonprofit  agency. 

Beneficiary  Migibility:  Full-year  Head 
Start  programs  are  primarily  for  children 
from  age  3  up  to  the  age  when  the  child 
enters  the  school  system,  but  may 
include  some  younger  children.  Summer 
Head  Start  programs  are  for  children 
who  will  be  attending  kindergarten  or 
elementary  school  for  the  first  time  in 
the  fall.  No  less  than  10  percent  of  the 
total  enrollment  opportunities  in  Head 
Start  programs  in  each  State  shall  be 
available  for  handicapped  children. 

*  *  *13.624  Rehabilitation  Services  and 
Facilities — Basic  Support  (Basic  Support 
Program) 

Authorization:  Rehabilitation  Act  of 
1973;  Pub.  L.  93-112  as  amended  by  Pub. 
L.  93-516, 94-230,  and  95-602;  29  U.S.C. 
701,  Title  I. 

Objectives:  To  provide  vocational 
rehabilitation  services  to  persons  with 
mental  and/or  physical  handicaps. 
Priority  service  is  placed  on  needs  of 
those  persons  with  the  most  severe 
disabilities. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  To  cover 
the  costs  of  providing  rehabilitation 
services  which  include:  Diagnosis, 
comprehensive  evaluation,  counseling; 
training,  reader  services  for  the  blind, 
interpreter  services  for  the  deaf,  and 
employment  placement.  Also  assist  with 
pa3nnent  for  medical  and  related 
services  and  prosthetic  and  orthotic 
devices,  transportation  to  secure 
vocational  rehabilitation  services, 
maintenance  during  rehabilitation,  tools, 
licenses,  equipment,  supplies,  and  other 
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goods  and  services;  vending  stands  for 
handicapped  persons  including 
management  and  supervisory  services; 
and  assistance  in  the  construction  and 
establishment  of  rehabilitation  facilities. 
Services  are  provided  to  families  of 
handicapped  individuals  when  such 
services  will  contribute  substantially  to 
the  rehabilitation  of  such  individuals 
who  are  being  provided  vocational 
rehabilitation  services. 

Applicant  Eligibility:  State  agencies 
designated  as  the  rehabilitation  agency. 

Beneficiary  Eligibility:  Eligibility  for 
vocational  rehabilitation  services  is 
based  on  the  presence  of  a  physical 
and/or  mental  disability,  which  for  such 
individual  constitutes  or  results  in  a 
substantial  handicap  to  employment, 
and  a  reasonable  vocational 
rehabilitation  service  may  reasonably 
be  expected  to  benefit  the  individual  in 
terms  of  employability. 

***13.633  Special  Programs  for  the 
Aging — ^Title  III  Parts  A  and  B — Grants 
for  States  and  Community  Programs  on 
Aging 

Authorization:  Older  Americans  Act 
of  1965.  Pub.  L.  89-73,  as  amended  by 
Pub.  L  90-42,  91-69,  92-258,  93-29,  93- 
351, 94-135,  and  95-478,  Title  III  Parts  A 
and  B;  Stat.  36-45,  42  U.S.C.  3021-3025. 

Objectives:  Support  of  programs  for 
older  persons  via  statewide  planning, 
and  area  planning  and  provision  of 
social  services:  including  multi-purpose 
senior  centers. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  To 
develop  or  strengthen  comprehensive 
coordinated  service  systems  through  a 
network  of  designated  State  agencies  on 
Aging  and  area  agencies  on  Aging.  Of 
the  fwds  awarded  for  social  services 
and  centers  at  least  $20,000  or  1  percent 
(whichever  is  greater]  must  be  used  for 
an  ombudsman  program  on  long  term 
care,  up  to  8.5  percent  of  the  funds 
awarded  may  be  used  for  the 
administration  of  area  plans,  at  least  50 
percent  of  the  funds  awarded  to  area 
agencies  must  be  used  for  access,  legal 
and/or  in  home  services.  The  remaining 
funds  may  be  used  for  other  services 
and  for  the  acquisition,  renovation, 
alteration  or  construction  of 
multipurpose  senior  centers  as 
described  in  the  above  plan. 

Applicant  Eligibility:  All  States  and 
territories  which  have  State  agencies  on 
Aging  designated  by  the  governors. 

Beneficiary  Eligibility:  Older  persons, 
especially  low  income  and  minority. 

Formula  and  Matching  Requirements: 
Programs  are  funded  on  a  Federal,  State 
matching  basis  as  follows:  State  Agency 
Administration,  75-25;  Administration  of 


Area  Plan,  75-25;  Social  Services  and 
multipurpose  senior  centers,  90-10  in 
fiscal  year  1979  and  fiscal  year  1980,  and 
85-15  in  fiscal  year  1981.  Cash  or  in-kind 
resources  from  non-Federal  sources  are 
allowable.  The  law  does  not  require  that 
the  non-Federal  share  requirement  vary 
from  year  to  year. 

*  *  * 13.635  Special  Programs  for  the 
Aging — ^Title  III — Part  C — ^Nutrition 
Services  (Aging  Programs — ^Title  VII — 
Nutrition) 

.  Authorization:  Older  Americans  Act 
of  1965,  Pub.  L  89-73,  as  amended  by 
Pub.  L.  90-42,  91-69,  92-258,  93-29,  and 
93-351,  94-135,  and  95-478,  Title  III  Part 
C,  79  Stat.  218-226,  81  Stat.  106-108,  82 
Stat.  1101,  83  Stat.  108-115. 

Objectives:  To  provide  older 
Americans  with  low  cost  nutritious 
meals,  and  with  appropriate  nutrition 
education  and  other  appropriate 
nutrition  services.  Meals  may  be  served 
in  a  congregate  setting  or  delivered  to 
the  home. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Local 
projects  must  provide  a  hot  or  other 
appropriate  meal  at  least  once  per  day, 
five  or  more  days  per  week  to  people 
aged  60  and  over  and  their  spouses.  Up 
to  8.5  percent  of  the  funds  may  be  used 
for  the  support  of  services  related  to  the 
delivery  of  meals.  States  may  request 
transfers  of  funds  between  grants  made 
for  Home  Delivered  Nutrition  Services 
and  Congregate  Nutrition  Services. 

Applicant  Eligibility:  All  States  and 
territories. 

Beneficiary  Eligibility:  Older  persons 
aged  60  and  over  and  their  spouses, 
especially  low  income  and  minority. 

Formula  and  Matching  Requirements: 
The  nutrition  portion  of  this  program  is 
funded  on  a  Federal/State  matching 
basis  at  a  ratio  of  90-10  in  frscal  year 
1979  and  1980,  and  85-15  in  fiscal  year 
1981.  Cash  or  in-kind  resources  from 
non-Federal  resources  are  allowable. 

The  law  does  not  require  that  the  non- 
Federal  share  vary  from  year  to  year. 

The  area  agency  administration  portion 
is  funded  at  a  75-25  ration. 

*  *  *  13.642  Social  Services  for  Low 
Income  and  Public  Assistance 
Recipients  (Social  Services] 

Authorization:  Social  Security  Act, 
Title  I,  Pub.  L.  87-543;  42  U.S.C.  301-306; 
Title  IV,  Pub.  L.  90-248;  42  U.S.C.  602-3; 
Title  XVI,  Pub.  L.  87-543;  42  U.S.C.  1361- 
71;  Title  X,  Pub.  L.  87-543;  42  U.S.C. 
1201-1206;  Title  XIV,  Pub.  L.  89-97;  42 
U.S.C.  301-306  and  1361-71;  Pub.  L.  92- 
512;  Title  XI,  Title  XVI;  Pub.  L.  92-603;  42 
U.S.C.  801-5  and  301;  Pub.  L.  93-647, 

Title  XX,  42  U.S.C.;  Pub.  L.  95-171. 


•  Objectives:  To  enable  states  to 
provide  social  services  to  public 
assistance  recipients  and  other  low 
income  persons  directed  toward  onq  of 
the  five  goals  specified  in  the  law. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  For  the 
proper  and  efficient  operation  of  social 
services  programs  to  enable  eligible 
individuals  to  become  or  remain  self 
supporting  and  self  sufficient;  to  prevent 
neglect,  abuse  or  exploitation  of 
children  and  adults;  to  prevent 
inappropriate  institutional  care;  and  to 
arrange  for  institutional  care,  when 
appropriate. 

Federal  funds  cannot  be  used  for 
public  education  services  that  are 
generally  available,  land  acquisition  or 
services  provided  by  institutions  to  their 
inmates.  There  are  other  restrictions 
with  respect  to  medical  care,  room  and 
board,  day  care  services,  in-kind 
matching,  donated  funds,  £md  cash 
payments  as  a  service.  Fees  must  be 
charged  for  services  provided  to,^ 
specified  income  eligible  persons. 

Applicant  Eligibility:  Designated  Title 
XX  State  agencies  in  the  states  and  the 
District  of  Columbia;  for  Titles  I,  IV  A, 

X,  XIV,  and  XVI,  State  welfare  agencies 
in  Guam,  Puerto  Rico,  the  Northern 
Marianas,  and  the  Virgin  Islands. 

Beneficiary  Eligibility:  Under  Title 
XX  any  recipient  of  Aid  to  Families  with 
Dependent  Children,  Supplementary 
pa3mient  recipients  or  State 
supplementary  payment  recipients  as 
well  as  low  income  individuals. 
Individuals  whose  gross  monthly  income 
exceeds  115  percent  of  the  median 
income  are  not  eligible  for  Title  XX 
services.  For  the  other  titles  in  the  island 
jurisdictions,  any  needy  person  who  is, 
or  may  become  a  recipient  of  financial 
assistance,  i.e.,  the  blind,  aged, 
permanently  and  totally  disabled,  or 
families  with  dependent  children. 

Formula  and  Matching  Requirements: 
Federal  funds  are  used  to  reimburse  the 
states  for  75  percent  of  social  services 
costs.  Family  planning  services  are 
matched  at  90  percent. 

*  *  *  13.646  Work  Incentive  Program 
(WIN] 

Authorization:  Social  Security 
Amendments  of  1967,  Pub.  L.  90-248,  as 
amended  81  Stat.  821,  42  U.S.C.  601  et 
seq;  42  U.S.C.  630;  Pub.  L.  92-223,  8^ 

Stat.  802,  42  U.S.C.  601  et  seq.;  42  U.S.C. 
602;  Revenue  Act  of  1971,  Pub.  L  92-178, 
85  Stat.  497,  26  U.S.C.  31  et  seq.;  Pub.  L. 
94-12,  89  Stat.  26  et  seq.,  26  U.S.C.  50A; 
Pub.  L.  94-401,  90  Stat.  1217,  26  U.S.C. 
50A;  Tax  Reform  Act  of  1976,  Pub.  L.  94- 
455,  90  Stat.  1903,  26  U.S.C.  50A: 

Revenue  Act  of  1978,  Pub.  L.  95-600; 
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Stat.  2763  et  seq.,  26  U.S.C.  50A,  508; 
Unemployment  Compensation 
Amendments  of  1976,  Pub.  L.  94-566,  90 
Stat.  2689,  42  U.S.C.  601  et  seq. 

Objectives;  To  move  men,  women, 
and  out  of  school  youth,  age  16  or  older 
from  dependency  of  AFDC  grants  to 
economic  independence  through 
permanent,  productive  employment  by 
providing  appropriate  employment 
training,  job  placement  and  other 
related  services,  supplemented  by  child 
care  and  other  social  services  when 
needed  to  enable  a  person  to  participate 
or  secure  employment. 

Major  Compliance  Features 

Uses  and  Use  Restrictions;  This 
integrated  DOL/HEW  program  is 
directed  to  employable  welfare 
recipients  under  the  program  of  Aid  to 
Families  with  Dependent  Children 
(AFDC)  who  are  required  for  work  and 
training  or  who  volunteer.  Employment 
and  training  services  offered  include;  (1) 
On  the  job  training  and  job  placement; 

(2)  placement  in  public  service 
employment  arranged  with  public  and 
private  nonproHt  organizations  for 
individuals  for  whom  unsubsidized  jobs 
are  not  available;  (8)  work  orientation, 
basic  education,  skill  training,  work 
experience,  employment  couseling, 
vocational  testing,  and  other  supportive 
services  to  improve  employability  of 
individuals  who  lack  job  readiness. 
These  services  are  supplemented  by 
social  services  approved  and  arranged 
by  a  Separate  Administrative  Unit 
(SAU)  of  the  State  welfare  agencies 
such  as  (1)  child  care;  (2)  family 
planning;  (3)  counseling;  (4)  employment 
related  remedial  care  and  health  related 
services;  (5)  selected  vocational  and 
rehabilitation  services.  Employers  hiring 
WIN  registrants  are  eligible  for  a  tax 
beneht  which  enables  them  to  receive 
credit  of  50  percent  of  wages  up  to 
$6,000  the  Hrst  year,  and  25  percent  the 
second  year  paid  to  these  individuals 
within  speciHed  limitations. 

Applicant  Eligibility;  DOL’s  ETA 
usually  designates  the  State 
Employment  Service  agencies  for  WIN. 
Social  services  are  provided  through  a 
Separate  Administrative  Unit  of  the 
welfare  agency.  WIN  services  are 
available  in  Puerto  Rico,  the  Virgin 
Islands,  and  Guam. 

Beneficiary  Eligibility;  Recipients  of 
Aid  to  Families  with  Dependent 
Children  (AFDC)  who  are  required  by 
law  to  register  with  WIN  or  who  choose 
to  register  voluntarily. 

Formula  and  Matching  Requirements; 
For  employment  and  training  agencies,  a 
maximum  of  90  percent  can  be  Federal 
funds  with  10  percent  non-Federal  cash 
or  inkind  matching.  For  welfare 


agencies.  Federal  funds  are  authorized 
to  pay  90  percent  of  State  costs  for  child 
care  and  supportive  services,  with  a  10 
percent  State  matching  in  cash  only. 

*  *  *  13.679  Child  Enforcement  (Title 

rv-D) 

Authorization;  Title  IV-D  of  The 
Social  Security  Act,  Pub.  L.  93-647,  94- 
46,  94-88,  94-365,  95-30,  95-59  and  95- 
171;  26  U.S.C.' 6305,  6334;  42  U.S.C.  651- 
662  5  U.S.C.  1673. 

Objectives;  To  enforce  the  support 
obligations  owed  by  absent  parents  to 
their  children,  locate  absent  parents, 
establish  paternity,  and  obtain  child 
support. 

Major  Compliance  Features 

Uses  and  Use  Restrictions;  States 
provide  child  support  enforcement 
services  directly  to  individuals  who  are 
receiving  AFDC  or  to  individuals  not 
eligible  for  AFDC  who  have  applied  for 
such  services.  AFDC  applicants  or 
recipients  must  have  assigned  support 
rights  to  the  State.  Non-AFDC 
individuals  must  have  signed  a  written 
application  for  the  service.  The  State 
must  provide  services  to  locate  absent 
parents,  establish  paternity  and  enforce 
support  obligations. 

Applicant  Eligibility;  All  states,  the 
District  of  Columbia,  Pureto  Rico,  Virgin 
Islands,  and  Guam.  Must  be  designated 
the  single  and  separate  State  Child 
Support  Agency. 

Beneficiary  Eligibility;  The  State  must 
provide  the  service  to  all  applicants  for 
or  recipients  of  Aid  to  Families  with 
Dependent  Children  for  whom  an 
assignment  to  the  State  of  Child  Support 
Rights  has  been  made  and  who  are  in 
need  of  paternity  determination  or  child 
support  enforcement  services;  and,  any 
other  individual  who  is  in  need  of  such 
services  and  who  has  applied  to  the 
State  Child  Support  Enforcement 
Agency. 

Formula  and  Matching  Requirements; 
Seventy-five  (75)  percent  Federal 
flnancial  participation  in  the 
administrative  costs  incurred  by  the 
State  pursuant  to  an  approved  Title  IV- 
D  plan.  This  includes  costs  incurred  by 
law  enforcement  officials  pursuant  to 
cooperative  agreements  with  the  IV-D 
agency. 

*  *  *  13.714  Medical  Assistance 
Program  (Medicaid  (Title  XIX)) 

Authorization;  Title  XIX,  Social 
Security  Act  as  amended;  Pub.  L.  89-97; 
Pub.  L  90-248;  Pub.  L.  91-56;  42  U.S.C. 
1396,  et  seq.  Pub.  L.  92-223;  Pub.  Law  92- 
223;  Pub.  L  92-603;  Pub.  L  93-66;  Pub.  L 
93-233. 

Objectives;  For  payments  of  Medical 
Assistance  on  behalf  of  cash  assistance 


recipients  and,  in  certain  States,  on 
behalf  of  other  medically  needy,  who, 
except  for  income  and  resources,  would 
be  eligible  for  cash  assistance. 

Major  Compliance  Features 

Uses  and  Use  Restrictions;  States 
must  provide  for  the  categorically 
needy,  in-  and  out-patient  hospital 
services;  other  laboratory  and  x-ray 
services;  skilled  nursing  home  services, 
home  health  services  for  persons  over 
21;  family  planning  services;  physicians' 
services;  and  early  and  periodic 
screening,  diagnosis  and  treatment  for 
individuals  under  21.  For  the  medically 
needy.  States  are  required  to  provide 
any  seven  of  these  services  for  which 
Federal  financial  participation  is 
available. 

Applicant  Eligibility;  State  and  local 
welfare  agencies. 

Beneficiary  Eligibility;  Needy  persons 
who  are  over  65,  blind,  disabled, 
members  of  families  with  dependent 
children,  and,  in  some  States,  persons 
under  age  21  may  apply  to  a  State  or 
local  welfare  agency  for  medical 
assistance.  Eligibility  is  determined  by 
the  State  in  accordance  with  Federal 
regulations. 

Formula  and  Matching  Requirements; 
Federal  funds  are  available  to  match 
State  expenditures  for  medical  care 
provided  under  the  State  Plan;  the 
Federal  share  ranges  from  50  percent  to 
78  percent  according  to  a  formula  based 
upon  the  relation  of  State  per  capita 
income  to  national  per  capita  income. 

*  *  *  13.808  Assistance  Pa3nnents — 
Maintenance  Assistance  (State  Aid) 
(Maintenance  Assistance) 

Authorization;  Social  Security  Act  of 
1935,  as  amended;  Pub.  L.  74-271;  Titles 
1,  IV— Part  A.  X,  XI,  XTV,  XVI;  42  U.S.C. 
601  et  seq,  1301  et  seq,  1351  et  seq;  Pub. 
L.  86-571;  24  U.S.C.  321  et  seq;  Pub.  L. 
95-171;  Pub.  L.  95-216  (The  Social 
Security  Amendments  of  1977);  Revenue 
Act  of  1978  and  Pub.  L  95-600. 

Objectives;  To  set  general  standards . 
for  State  administration,  to  provide  the 
Federal  financial  share  to  states  for  aid 
to  families  with  dependent  children, 
emergency  assistance  to  families  with 
children,  assistance  to  repatriated  U.S. 
Nationals,  and  in  Guam,  Puerto  Rico, 
and  Virgin  Islands  aid  to  the  aged,  blind, 
permanently  and  totally  disabled  also, 
and  administration  of  these  welfare 
programs,  and  to  monitor  performance. 

Major  Compliance  Features 

Uses  and  Use  Restrictions;  Money 
payments  by  states — made  directly  to 
eligible  needy  families  with  dependent 
children  and  to  needy,  aged,  blind,  or 
disabled  persons  in  Guam,  Puerto  Rico. 
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the  Northern  Marianas,  and  the  Virgin 
Islands  are  to  cover  cost  for  food, 
shelter,  clothing,  and  other  items  of 
daily  living  recognized  as  necessary  by 
each  State’s  program.  Payments  in  the 
form  of  money  or  vendor  payments 
assist  needy  families  in  emergency  or 
crisis  situations  to  avoid  destitution  or 
provide  living  arrangements.  Under  the 
AFDC  program,  payments  are  also  made 
for  care  of  specified  children  in  foster 
homes  or  institutions.  Federal  funds  up 
to  $250  per  home  may  be  available  for 
home  repairs  of  a  home  owned  by  a 
recipient. 

Under  the  fully  federally-funded 
repatriation  program,  money  is  provided 
for  food,  shelter,  clothing,  medical  care 
(including  hospitalization  and  treatment 
of  mentally  ill  persons),  and 
transportation  to  persons  who  have 
been  returned  to  ^e  United  States 
because  of  destitution  and  who  are  not 
eligible  for  other  financial  assistance 
programs. 

Funds  for  State  and  local 
administration  of  programs  are  for  costs 
of  interviewing  public  assistance 
applicants  for  eligibility  determination 
and  validation  of  eligibility;  costs  of 
State  and  local  personnel  engaged  in 
program  direction  and  management;  and 
other  on-going  costs  and  activities 
related  to  administering  the  programs. 

Applicant  Eligibility:  State  and  local 
welfare  agencies. 

Beneficiary  Eligibility:  Needy  families 
with  dependent  children  deprived  of 
parental  support  or  care,  and  families 
with  children  needing  emergency 
welfare  assistance;  destitute  repatriates; 
or  needy,  aged,  blind  or  permanently 
and  totally  disabled  persons  in  Guam, 
Puerto  Rico,  and  the  Virgin  Islands. 

Formula  and  Matching  Requirements: 
The  Federal  share  for  AFDC  is  based  on 
a  State’s  average  monthly  payment  of 
$32  per  recipient  ($100  per  child  in  foster 
care).  Federal  funds  pay  5/6  of  the  first 
$18  of  the  average  payment  and  then  50 
percent  to  60  percent  of  the  balance 
within  the  Federal  average  maximum.  If 
it  is  to  the  State’s  benefit,  it  may  use  the 
medicaid  formula  with  no  maximum 
(provided  the  State  has  an  approved 
medicaid  Plan)  which  may  range  from  50 
to  83  percent  Federal  fun^.  The  Federal 
share  of  home  repairs  is  50  percent  with 
a  limit  of  $500  in  Federal  and  State 
funds  for  any  one  home.  The  Federal 
share  of  payments  for  AFDC  and  the 
adult  categories  in  Guam,  Puerto  Rico, 
and  the  Virgin  Islands  is  determined  by 
individual  computation  and  subject  to 
statutory  ceilings. 


Department  of  Housing  and  Urban 
Development 

*  *  *  14.146  Low  Income  Housing 
Assistance  Program  (Public  Housing) 

Authorization:  Housing  Act  of  1937,  as 
amended;  Pub.  L.  75-412;  42  U.S.C.  1401- 
1435. 

Objectives:  To  provide  decent,  safe 
and  sanitary  housing  and  related 
facilities  for  families  of  low  income 
through  an  authorized  Public  Housing 
Agency  (PHA). 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  To  assist 
public  housing  agencies  in  providing 
low-income  housing  by  (1)  acquiring 
existing  housing  fi'om  the  private  market 
(acquisition);  (2)  procuring  construction 
by  competitive  bidding  where  the  public 
housing  agency  acts  as  the  developer 
(conventional);  or  (3)  letting  contracts  to 
private  developers  (turnkey).  Annual 
contributions  are  made  to  public 
housing  agencies  to  provide  debt  service 
payments,  to  assure  the  low-income 
character  of  the  projects,  and  to  achieve 
and  maintain  adequate  operating  and 
maintenance  service  and  reserve  funds. 

Applicant  Eligibility:  Public  Housing 
Agencies  established  by  a  local 
government  in  accordance  with  State 
law,  authorized  public  agencies,  or 
Indian  tribal  organizations  are  eligible. 
The  proposed  program  must  be 
approved  by  the  local  governing  body. 

Beneficiary  Eligibility:  Families  of 
low  income.  A  single  person  who  is 
elderly,  disabled,  handicapped, 
displaced,  or  the  remaining  member  of  a 
tenant  family  is  also  eligible. 

Other  Tests:  See  program  14.158 
below. 

*  *  *  14.156  Lower-Income  Housing 
Assistance  Program 

(Section  8 — ^Housing  Assistance 
Payments  Program  for  Lower  Income 
Families) 

Authorization:  Housing  Act  of  1937, 
Pub.  L.  75-412;  42  U.S.C.  1401-1435,  as 
amended  by  the  Housing  and 
Community  Development  Act  of  1974, 
Pub.  L.  93-383;  88  Stat.  662,  42  U.S.C. 
1437f;  the  Supplemental  Housing 
Authorization  Act  of  1977,  Pub.  L.  95-24; 
91  Stat.  53;  and  the  Housing  and 
Community  Development  Act  of  1977, 
Pub.  L.  95-128;  91  Stat.  1111;  Housing 
and  Community  Development 
Amendments  of  1978,  Pub.  L  95-557;  92 
Stat.  2080.  ■ 

Objectives:  To  aid  lower-income 
families  in  obtaining  decent,  safe  and 
sanitary  housing  in  private 
accommodations  and  to  promote 
economically  mixed  existing,  newly 


constructed,  and  substantially 
rehabilitated  housing. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Provides 
housing  assistance  payments  to 
participating  private  owners  and  Public 
Housing  Agencies  to  provide  decent, 
safe  and  sanitary  housing  for  lower  Emd 
very  low-income  families  at  rents  they 
can  afford.  Housing  assistance 
payments  are  used  to  make  up  the 
difference  between  the  maximum 
approved  rent  due  to  the  owner  for  the 
dwelling  unit  which  is  reasonable  in 
relation  to  comparable  market  units  and 
the  occupant  family’s  required 
contribution  towards  rent.  Assisted 
families  are  required  to  contribute  not 
less  than  15,  nor  more  than  25  percent  of 
their  adjusted  family  income  toward 
rent. 

Applicant  Eligibility:  Any  private 
owner  (profit-motivated  and  nonprofit, 
cooperative,  or  an  authorized  public 
housing  agency  (any  State,  county, 
municipality  or  other  governmental 
entity  or  public  body  (nr  agency  or 
instrumentality  thereof)  which  is 
authorized  to  engage  in  or  assist  in  the 
development  or  operation  of  housing  for 
low-income  families). 

Beneficiary  Eligibility:  Very  low- 
income  families  (whose  income  does  not 
exceed  50  percent  of  the  median  income 
for  the  area  as  determined  by  the 
Secretary  with  adjustments  for  smaller 
and  larger  families);  lower  income 
families  (whose  income  does  not  exceed 
80  percent  of  the  median  income  for  the 
area  adjusted  for  family  size).  A  very 
low  income  or  lower  income  single 
person  who  is  elderly,  disabled  or 
handicapped,  displaced,  or  the 
remaining  member  of  an  eligible  tenant 
family  is  also  eligible.  At  least  30 
percent  of  the  families  assisted  should 
be  very  low  income  families  with  gross 
incomes  not  in  excess  of  50  percent  of 
area  median  income. 

Other  Tests:  See  program  14.158 
below. 

*  *  *  14.158  Public  Housing — 
Modernization  of  Projects 

Authorization:  Housing  Act  of  1937,  as 
amended;  Pub.  L.  75-412;  50  Stat.  888;  42 
U.S.C.  1430-1437). 

Objectives:  To  provide  annual 
contributions  to  modernize  existing 
public  housing  projects  to  upgrade  living 
conditions,  correct  physical  deficiencies, 
and  achieve  operating  efficiency  and 
economy. 

Major  Compliance  Features 

Uses  and  Use  Restrictions: 
Modernization  funds  must  be  used  to 
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finance  capital  improvements  in  public 
housing  projects. 

Applicant  Eligibility:  Public  Housing 
Agencies  (PHAS)  operating  PHA-owned 
low  income  public  housing  projects 
under  an  existing  annual  contributions 
contract  (ACC). 

Beneficiary  Eligibility:  The  tenants  of 
the  modernized  project  are  the  ultimate 
beneficiaries. 

Formula  and  Matching  Requirements: 
Formula  based  on  annual  contributions 
needed  to  meet  debt  service 
requirements.  PHAs  shall  use  current 
operating  funds  to  assist  in  the  financing 
of  the  modernization  programs  if  such 
funds  are  available. 

Other  Tests:  1.  Accounting  Records 
and  Financial  Reporting  Procedures. 

The  Low-Rent  Housing  Accoimting 
Handbook  7510.1  contains  the  chart  of 
accounts  and  accounting  records  and 
procedures  that  are  the  minimum 
acceptable  to  HUD.  Chapter  13  of  the 
Accounting  Handbook  prescribes  the 
financial  reporting  procedures  for  Public 
Housing  Agencies  (PHAs).  The  auditor 
will  determine  the  following: 

a.  Whether  the  accounting  records 
include  the  applicable  control  accounts 
and  subsidiary  records  prescribed  by 
HUD  Handbook  7510.1; 

b.  Whether  the  PHA  follows  the 
pertinent  accounting  procedures  called 
for  in  HUD  Handbook  7510.1; 

c.  Whether  the  accounting  records  are 
in  proper  condition  for  audit; 

d.  Whether  the  mA  records  indicate 
that  the  required  financial  reports  were 
submitted  within  prescribed  time 
intervals  as  prescribed  in  HUD 
Handbook  7510.1;  and 

e.  Whether  the  reports  submitted  to 
HUD  reflect  what  is  in  the  books  of 
accounts. 

2.  Collection  Policy  and  Practice.  The 
auditor  is  to  determine  if  tenant 
accounts  receivable  and/or  collection 
loss  write-offs  are  reasonable. 
Receivables  less  than  an  average  of  $15 
psr  unit  and  collection  losses  less  than  1 
percent  of  annual  dwelling  rental 
income  are  considered  reasonable.  If 
tenant  accounts  receivable  and/or 
collection  losses  are  excessive,  the 
auditor  is  required  to  confirm  at  least 
the  large  balances.  In  addition,  the 
auditor  should  determine  the  following: 

a.  Whether  the  PHA  has  an  official 
collection  policy, 

b.  Whether  die  collection  policy  is 
enforced  consistently  and 

c.  Whether  collection  loss  write-offs 
are  approved  by  the  governing  board  or 
an  official  designated  such  authority. 

The  PHA  is  required  to  reconcile 
certain  program  compliance  matters  as 
described  in  HUD  Handbook  IG  7476.3. 


Community  Development  Block  Grant 
Program  (CDBG) 

*  *  *  14.218  Commimity  Development 
Block  Grants/Entitlement  Grants 
Development 

and 

*  *  *  14.219  Community  Development 
Block  Grants/Small  Cities  Program 
(Small  Cities) 

and 

*  *  *  14.221  Urban  Development 
Action  Grants 

Authorization:  Title  I  of  the  Housing 
and  Community  Development  Act  of 
1974  (Pub.  L  93-383).  Principal 
amendments  to  Title  I  were  included  in 
the  Housing  and  Commimity 
Development  Act  of  1977  (Pub.  L  95- 
128). 

Objectives:  The  primary  objective  of 
Title  I  is  the  development  of  viable 
urban  communities.  Several  methods  of 
funding  CDBG  paulicipants  are 
prescribed: 

1.  Entitlement  grant  funds,  the  most 
common,  are  allocated  to  designated 
communities  or  counties  which  qualify 
as  “Entitlement  Communities.”  The 
entitlement  grant  is  determined  by 
formula  and  is  made  to  metropolitem 
and  nonmetropolitan  recipients. 

2.  Discretionary  grant  funds  are 
allocated  to  communities  which  may  or 
may  not  receive  an  entitlement  grant 
Discretionary  grants  include  the 
following: 

a.  Secretary’s  Fund.  Grants,  which 
represent  three  percent  of  the  CDBG 
funds  appropriated  for  each  fiscal  year 
1978, 1979,  and  1980,  to  be  used  for  a 
variety  of  purposes. 

b.  Transition/Categorical  Program 
Settlement  Fund.  Grants  to  facilitate  an 
orderly  transition  to  the  CDBG  program 
and  for  financial  settlement  of  projects 
and  programs  terminated  and 
consolidated  by  Title  I. 

c.  Small  Cities  Program.  Grants  to 
States  and  units  of  general  local 
government  in  both  metropolitan  and 
nonmetropolitan  areas  to  undertake  the 
same  activities  as  may  be  funded  in  the 
entitlement  grant  program.  The  primary 
distinction  is  that  the  Small  Cities 
program  is  competitive. 

d.  Urban  Development  Action  Grants. 
Grants  to  assist  distressed  cities  and 
distressed  urban  counties. 

Major  Compliance  Features 

1.  Conditional  Approvals.  Under 
certain  circumstances,  HUD  may  make 
conditional  approval  of  an  application, 
in  which  case  the  full  entitlement 
amount  will  be  approved  but  the 
obligation  and  utilization  of  funds  for 


affected  activities  will  be  restricted. 
Conditional  approvals  may  be  made 
where  (1)  loc^  environmental  reviews 
have  not  yet  been  completed,  (2)  a 
recipient  is  required  to  seek  offier 
Federal  funds  for  the  provision  of  public 
services  or  for  flood  or  drainage 
facilities,  or  (3)  there  is  substantial 
evidence  there  has  been  or  will  be  a 
lack  of  substantial  progress, 
nonconformance,  noncompliance,  or  a 
lack  of  continuing  capacity. 

Recipients  may  not  be  reimbiu*8ed  for 
expendUtures  incurred  prior  to  HDD’s 
release  of  funds  for  the  projects  in 
question.  The  auditor  should  ascertain 
whether  the  grantee  obtained  HUD 
authorization  (release  of  funds)  to 
expend  funds  prior  to  incurring  costs  or 
submitting  requests  for  fund  drawdowns 
for  those  activities  on  which  HUD 
placed  conditional  approval  (item 
number  16 — HUD  Form  7082). 

2.  Assurances  and  Certifications.  A 
CDBG  recipient  must  submit 
certifications  each  year  that  certain 
statutory  and  regulatory  requirements 
have  been  complied  with: 

a.  Maximum  Feasible  Priority 
Certification.  All  projects  and  activities 
must  benefit  principally  either  low-  and 
moderate-income  persons,  aid  in  the 
prevention  or  eliinination  of  slums  and 
blight,  or  meet  other  community 
development  needs  having  a  particular 
urgency.  The  auditor  should  ^eck  the 
recipient’s  documentation  of  such 
compliance. 

b.  Lead  Based  Paint  Poisoning 
Prohibition  (Pub.  L.  91-695).  The  auditor 
should  verify  that  contracts  for 
construction,  rehabilitation  and 
modernization  contain  a  clause 
prohibiting  the  use  of  lead  based  paint 

c.  The  certifications  of  compliance 
with  Davis  Bacon,  Flood  Protection, 
Citizen  Participation  and  Relocation 
Assistance  in  the  front  of  this  document 

3.  Limitation  on  Planning  and 
Aministrative  Costs.  No  more  than  20 
percent  of  the  total  program  year  costs 
may  be  budgeted  or  expended  for 
planning  and  administrative  costs  as 
defined  by  HUD. 

The  au^tor  should  obtain  a  copy  of 
the  cost  summary  submitted  as  part  of 
the  Annual  Community  Development 
Program,  ascertain  that  the  grantee  has 
not  budgeted  more  than  20  percent  and 
review  the  planning  and  administrative 
costs  to  ensure  that  the  grantee  has  not 
expended  more  than  20  percent 

4.  Close-Out  of  Urban  Renewal 
Projects.  HUD  must  approve  various 
types  of  closeout  and  Vandal 
settlement  of  urban  renewal  projects 
which  will  result  in  full  payment  of  all 
temporary  loans.  Any  surplus  may  be 
made  available  to  the  local  government 
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for  use  under  the  CDBG  program, 
pursuant  to  the  closeout  agreement. 

Note. — ^The  auditor  should  determine 
whether  any  urban  renewal  projects  have 
been  closed-out  during  the  audit  period.  This 
information  may  have  to  be  obtained  from 
the  HUD  Area  Office  or  the  local  government. 
If  this  is  the  case,  the  auditor  should  make 
the  standard  test  for  credits  from  program 
income  in  Circular  A-102. 

Federal  Emergency  Management 
Administration 

*  *  *  83.000  Disaster  Assistance  Urban 
Development 

Authorization:  The  Disaster  Relief  Act 
of  1974,  Pub.  L  93-288,  88  Stat.  143;  the 
Disaster  Relief  Act  of  1970,  as  amended. 
Pub.  L.  91-606,  as  amended,  84  Stat  1744; 
Executive  Order  11795,  39  FR  25939;  as 
amended  by  Executive  Order  11910, 41 
FR  15681;  Reorganization  Plan  No.  1  of 
1973;  Executive  Order  11749,  38  FR 
34177;  Delegation  of  Authority, 

Secretary  of  Housing  and  Urban 
Development  to  Administrator  of 
Federal  Disaster  Assistance,  39  FR 
28227;  40  FR  27711,  and  41  FR  19365; 
Redelegation  of  Authority  to  Regional 
Directors  of  Federal  Disaster  Assistance 
Administration,  as  amended,  39  FR 
32046,  39  FR  40186,  41  FR  19365,  41  FR 
29719,  and  44  FR  1226. 

Note. — ^Effective  July  20, 1979  by  Executive 
Order  12148,  the  Federal  Disaster  Assistance 
Administration  was  transferred  to  the 
Federal  Emergency  Management  Agency. 

Objectives:  To  provide  assistance  to 
States,  local  governments,  owners  of 
selected  private  nonprofit  facilities,  and 
individuals  in  alleviating  suffering  and 
hardship  resulting  from  emergencies  or 
major  disasters  declared  by  Ae 
President.  The  natural  disaster  program 
is  intended  to  supplement  the  costs 
borne  by  State  and  local  govenunents 
and  others.  (Pub.  L.  93-288  sec.  101.) 
States  apply  for  assistance.  The  Scope 
of  Work  to  be  accomplished  in  each 
project  is  outlined  in  a  Damage  Survey 
Report  (DSR)  for  the  Public  Assistance 
Program,  usually  prepared  on  site  by 
field  staff  of  FEMA.  The  DSR  is  the 
same  narrative  required  by  0MB 
Circular  A-102.  The  DSR  for  Public 
Assistance  and  expenditures  under  the 
individual  and  Family  Grant  Program 
will  cover  only  "disaster  related" 
damage. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Services 
are  provided  and  grants  and 
contributions  are  made  available  for 
suppression  of  forest  or  grassland  fires, 
and  for  post-disaster  assistance, 
including  repair,  restoration,  or 
replacement  of  public  facilities  of  States 


and  local  governments  and  selected 
private  nonprofit  facilities;  removal  of 
wreckage  and  dibris;  performance  of 
essential  protective  work  on  public  and 
private  lands;  emergency  shelter  and 
temporary  housing  for  displaced 
individuals  and  families;  assistance  to 
unemployed  individuals;  loans  to  local 
governments  suffering  substantial  loss 
of  tax  and  other  revenues;  emergency 
transportation  service;  emergency 
commimications;  food  coupons;  crisis 
counseling;  survey  and  allocation  of 
construction  materials;  and  individual 
and  family  grants  to  meet  disaster 
related  expenses  or  serious  needs  of 
persons  adversely  affected  by  a  major 
disaster. 

Applicant  Eligibility:  State  and  local 
governments  in  declared  emergency  or 
major  disaster  areas,  owners  of  selected 
private  nonprofit  facilities,  and 
individual  disaster  victims. 

Formula  and  Matching  Requirements: 
Fire  suppression  assistance  funds 
normally  are  made  available  on  a  cost¬ 
sharing  basis. 

Other  Tests:  Suggested  Approach. — ^1. 
Compare  the  expenditures  with  the 
repair  work  specified  in  the  DSR 
(defined  above)  for  the  Public 
Assistance  Program. 

2.  Compare  labor  rates  (police,  fire 
and  supervisory)  and  equipment  rates 
(bulldozers,  earthmovers,  etc.)  with 
rates  established  by  FEMA. 

3.  Ensure  that  the  recipient  is 
participating  in  the  flood  program 
outlined  in  Ae  front  of  this  document. 

*  *  *  15.400  Outdoor  Recreation- 
Acquisition,  Development  and  Planning 
(Land  and  Water  Conservation  Fund 
Grants) 

Authorization:  16  U.S.C.  1-4  et  seq. 
Land  and  Water  Conservation  Fund  Act 
of  1965;  Pub.  L.  88-578;  78  Stat.  897;  an 
amended  by  Pub.  L  90-401  (82  Stat.  354); 
Pub.  L.  91-485  (84  Stat.  1084);  Pub.  L  91- 
308  (84  Stat.  410);  Pub.  L.  92-347  (86  Stat. 
460);  Pub.  L  93-81  (87  Stat.  178);  Pub.  L 
94-422  (90  Stat.  1313);  and  Pub.  L.  95-42 
(91  Stat.  210). 

Objectives:  To  provide  financial 
assistance  to  the  States  and  their 
political  subdivisions  for  the  preparation 
of  comprehensive  statewide  outdoor 
recreation  plans  and  acquisition  and 
development  of  outdoor  recreation  areas 
and  facilities  for  the  general  public,  to 
meet  current  and  futiu'e  needs. 

Major  Compliance  Features 

Uses  and  Use  Restrictions: 

Acquisition  and  development  grants 
may  be  used  for  a  wide  range  of  outdoor 
recreation  projects,  such  as  picnic  areas, 
inner  city  parks,  campgrounds,  tennis 
courts,  boat  launching  ramps,  bike  trails, 


outdoor  swimming  pools,  and  support 
facilities  such  as  roads,  water  supply, 
etc.  Facilities  must  be  open  to  the 
general  public  and  not  limited  to  special 
groups.  Development  of  basic  rather 
than  elaborate  facilities  is  favored. 
Priority  consideration  generally  is  given 
to  projects  serving  urban  populations. 
Fimd  monies  are  not  avaialable  for  the 
operation  and  maintenance  of  facilities. 

Grants  are  also  available  to  States 
only  for  revising  and  updating  existing 
State  outdoor  recreation  plans, 
preparation  of  new  plans  and  for 
statewide  surveys,  technical  studies, 
data  collection  and  analysis  and  other 
planning  purposes  which  are  clearly 
related  to  the  refinement  and 
improvement  of  the  State  outdoor 
recreation  plan. 

Applicant  Eligibility:  For  planning 
grants,  only  the  State  agency  formally 
designated  by  the  Governor  or  State  law 
as  responsible  for  the  preparation  and 
maintenance  of  the  Statewide 
Comprehensive  Outdoor  Recreation 
Plan  is  eligible  to  apply,  including 
District  of  Coliunbia,  I^erto  Rico,  the 
Virgin  Islands,  American  Samoa,  and 
Guam. 

For  acquisition  and  development 
grants,  the  above  designated  agency 
may  apply  for  assistance  for  itself,  or  on 
behalf  of  other  State  agencies  or 
political  subdivisions,  such  as  cities, 
counties,  and  park  districts. 

Additionally,  Indian  tribes  which  are 
organized  to  govern  themselves  and 
perform  the  function  of  a  municipal 
government  qualify. 

Formula  and  Matching  Requirements: 
The  Land  and  Water  Conservation  Fund 
Act  specifies  that  not  more  than  50 
percent  of  the  project  cost  may  be 
federally  financed.  Under  certain 
conditions,  all  or  part  of  the  project 
Sponsor's  matching  share  may  be  from 
certain  other  Federal  assistance 
programs,  such  as  Title  I  Community 
Development,  Appalachia  and  all  other 
Regional  Commissions.  Forty  percent  of 
the  first  $225  million;  thirty  percent  of 
the  next  $275  million;  and  twenty 
percent  of  all  additional  appropriations 
is  apportioned  equally  among  the  States. 
The  remaining  appropriation  is 
apportioned  on  the  basis  of  need. 

Department  of  Justice 

•  *  *  16.502  Law  Enforcement 
Assistance-Improving  and  Strengthening 
Law  Enforcement  and  Criminal  Justice 
(Safe  Streets,  Crime  Control) 

Authorization:  Omnibus  Crime 
Control  and  Safe  Streets  Act  of  1968; 
Pub.  L.  90-351,  as  amended  by  Omnibus 
Crime  Control  Act  of  1970;  Pub.  L.  91- 
644;  42  U.S.C.  3731-3737,  as  amended  by 
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the  Crime  Control  Act  of  1973;  Pub.  L 
93-83;  42  U.S.C.  3701  as  amended: 
Juvenile  Justice  and  Delinquency 
Prevention  Act  of  1974;  Pub.  L  93-415; 

42  U.S.C.  5601,  as  amended;  and  the 
Crime  Control  Act  of  1976;  Pub.  L  94- 
503, 42  U.S.C.  3701,  as  amended. 

Objectives:  To  provide  matching 
grants  to  implement  a  State’s  law 
enforcement  and  criminal  justice 
program  as  developed  in  the  State 
comprehensive  action  plan. 

Part  B  Planning:  It  is  the  purpose  of 
this  part  to  provide  financial  and 
technical  aid  and  assistance  to 
encourage  States  and  units  of  general 
local  government  to  develop  and  adopt 
comprehensive  law  enforcement  and 
criminal  justice  plans. 

Part  C  Block  Action  Grants:  It  is  the 
purpose  of  this  part,  through  the 
provision  of  Federal  technical  and 
financial  aid  and  assistance,  to 
encourage  States  and  units  of  general 
local  government  to  carry  out  programs 
and  projects  developed  under  Part  B 
Planning. 

Major  Complianoe  Features 

Applicant  Eligibility:  States  which 
have  established  operating  State 
criminal  justice  planning  agencies. 

Beneficiary  Eligibility:  Units  of  a 
State  and  its  local  governments,  with 
funds  being  dispersed  to  operating 
criminal  justice  system  components. 

Formula  and  Matching:  In  addition  to 
a  general  nonsupplant  provision 

A.  Part  B— Planning  Funds.  1.  Forty 
percent  of  a  State’s  Federal  planning 
grant  funds  must  be  passed-through  to 
general  local  units  of  government,  or 
combinations  of  local  units,  unless  a 
waiver  firom  the  local  units  of 
government  has  been  obtained.  (Section 
203(f).) 

2.  Each  state  shall  provide  that  at 
least  $50,000  of  the  Federal  funds 
awarded  to  them  for  any  fiscal  year  be 
made  available  to  the  judicial  planning 
committee.  (Section  203(f).) 

B.  Part  C^Action  Funds.  A  variable 
percentage  of  a  State’s  Federal  block 
action  grant  funds  must  be  passed 
through  to  units  of  general  local 
government  or  combinations  of  local 
units.  'This  percentage  is  determined  by 
calculating  the  ratio  of  the  total  non* 
Federal  local  expenditures  for  criminal 
justice  system  operation  to  the  total 
non-Federal  expenditures  for  all 
operations  of  the  criminal  justice  system 
within  the  State  during  the  preceding 
fiscal  year.  (Section  303(a)(2).) 

1.  Buy-In  Requirements:  'niis 
requirement  is  applicable  to  the  total 
aggregate  Part  B  and  Part  C  funds  which 
each  state  is  required  to  pass-through  to 
units  of  general  local  government  or 


combination  of  local  units.  Each  state  is  • 
required  to  provide  in  the  aggregate  for 
Part  B  or  C  planning  and  action  grants 
not  less  than  the  following  p)ercentages 
of  the  required  non-Federal  share. 

a.  FY 1973 — 25  percent  of  the  required 
non-Federal  share  for  Part  C  Action 
grants. 

b. FY  1974  and  later— SO  percent  of 
the  required  non-Federal  share  for  Part 
B  Planning  and  Part  C  Action  grants. 

2.  Federal  Participation  Ratios: 
Matching  contributions  need  not  be 
applied  at  the  exact  time  or  in 
proportion  to  the  obligation  of  the 
Federal  funds.  However,  the  full  grantee 
and/or  subgrantee  matching  share  must 
be  obligated  by  the  end  of  &e  period  for 
which  the  Federal  funds  have  been 
made  available  for  obligation.  *1110 
required  percentage  of  matching  shares 
is  as  follows: 

a.  Beginning  with  FY  1971:  (1)  Ninety 
percent  for  Part  B  planning  funds.  (2) 
Seventy-five  percent  for  Part  C  action 
funds  EXCEPT  for  construction  which  is 
50  percent. 

b.  Beginning  with  FY  1974:  (1)  Ninety 
percent  for  Part  B  planning;  up  to  100 
percent  to  regional  planning  imits.  (2) 
Ninety  percent  for  Part  C  action 
(EXCEPT  for  construction  which  is  50 
percent). 

3.  Hc^  Match  Requirement  Must  be 
new  money,  appropriated  in  the 
aggregate: 

a.  Hard  match  may  be  applied  from 
funds  firom  the  following  sources: 

(1)  Funds  fiom  State  and  local  units  of 
government  that  have  been  identified  in 
their  budgets  or  appropriations  as  a 
binding  commitment  of  matching  funds 
for  programs  or  projects; 

(2)  Housing  and  Community 
Development  Act  of  1974; 

(3)  Public  and  private  sources; 

(4)  Appalachian  Redevelopment  Act; 

(5)  General  Revenue  Sharing  Act. 

b.  New  Funds.  May  be  calculated  on 
the  basis  of: 

(1)  The  amount  of  increase  in  cash 
input  to  a  program  or  project  firom  the 
previous  year’s  hard  match  and 
nonrecurring  items. 

(2)  The  extent  to  which  the  current 
cash  input  exceeds  the  previous  three 
years  average  input,  less  the  previous 
year’s  hard  match  and  nonrecurring 
items. 

c.  Salaries  of  personnel  transferred  to 
a  grantor  agency  project  may  not  be 
considered  hard  match  unless  the 
vacancies  created  by  their  transfer  are 
filled  by  personnel  whose  salaries  are 
fi-om  appropriated  State  or  local  funds. 

d.  Required  portion  of  hard  match  for 
the  various  fiscal  years:  (1)  Beginning 
with  fiscal  year  1973, 40  percent  of  the 
REQUIRED  non-Federal  funding  of  the 


cost  of  any  program  or  project  under 
Pcul  C  action  fimds.  (2)  Beginning  with 
fiscal  year  1974,  the  required  percentage 
is  die  total  REQUIRED  non-Federal 
funding  (10  or  50  percent)  of  the  cost  of 
any  program  or  project  under  Part  B 
planning  and  Pairt  C  action  funds. 

4.  Obligations:  For  Parts  B,  C  and  E, 
an  obligation  is  incurred  only  wdien 
committed  by  the  ultimate  (lowest)  user. 

5.  One-Third  Personnel  Limitation. 

The  ceiling  on  Part  C  for  compensation 
of  police  and  other  regular  law 
enforcement  and  criminal  justice 
personnel  is  one-third  (exclusive  of 
training,  research,  development, 
demonstration,  or  other  short-term 
projects).  Federal  funds  expended  shall 
not  exceed  the  amount  of  State  or  local 
funds  made  available  to  increase  such 
compensation.  (Section  301(d).) 

6. 20  Percent  Contract  Limit  With  FY 
1973,  not  more  than  20  percent  of  the 
State’s  Planning  Grant  (State  and  local 
portions)  or  20  percent  of  either  the 
State  or  local  portion,  may  be  used  for 
contracted  planning  services  or 
assistance  by  nongovernmental 
organizations. 

7.  Special  Limits  on  Construction,  a. 
Definition.  Construction  means 
acquisition,  alteration  and  initial 
equipment  (including  architects’  fees) 
but  not  the  cost  of  land  (Section  103(10)). 
Initicd  equipment  includes  permanent 
fixtures  only.  Minor  repairs  and 
remodeling  are  not  allowed. 

The  minimum  grantee  contribution 
ratio  for  costs  of  programs  for 
construction  of  law  enforcement 
facilities  within  Section  301(b)(4)  of  the 
Act  is  50  percent  State  and/or  local 
funds  to  50  percent  Federal  funds.  For 
fiscal  year  1974,  the  minimum  grantee 
contribution  of  50  percent  must  be  hard 
match. 

To  the  extent  that  construction  is 
included  in  any  law  enforcement  action 
program  submitted  for  a  Part  C  block 
action  grant  and  such  construction  is  not 
described  as  a  separate  program,  the 
State  Planning  Agency  must  specify  in 
its  program  description  that  a  dual 
contribution  ratio  will  be  applied  to 
construction  costs  (50-50)  and  other 
program  costs  (90-10)  within  the  larger 
program. 

b.  Qualifications.  The  following 
should  be  noted: 

(1)  Minor  remodeling  or  repairs  to 
existing  facilities  need  not  be  treated  as 
construction  programs  subject  to  the  50 
percent  contribution  minimum.  Any  such 
work  totalling  in  excess  of  $5,000  for  any 
building  or  facility  should  be  submitted 
to  LEAA  for  written  determination  tiiat 
the  “minor  remodelling  and  repair” 
exception  is  applicable. 
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(2)  Projects  for  architechiral  studies  or 
design  which  do  not  include  a 
construction  component  may  be  funded 
at  the  90-10  contribution  ratio.  Where 
the  project  includes  both  actual 
construction  and  architectural,  or  other 
design  costs,  the  50-50  contribution  ratio 
must  be  used. 

(3)  The  cost  of  a  construction  project 
includes  the  cost  of  site  preparation, 
including  demolition  of  existing 
structures.  Any  proceeds  realized  from 
site  preparation  activities  (e.g.,  salvage 
value  of  structures  demolished  or  the 
proceeds  from  sale  of  timber)  should  be 
applied  to  reduce  the  total  cost  of  the 
construction  project. 

8.  Assumption  of  Costs.  The 
recipient’s  plan  should  demonstrate 
future  non  Federal  appropriations  for 
the  projects. 

9.  Non-Supplant.  Test  that  Federal 
funds  don’t  supplant  State  and  local 
funds. 

Department  of  Labor 
*  *  *  17.207  Employment  Service 

Authorization:  The  Wagner-Peyser 
Act  of  1933,  Pub.  L  73-30,  as  amended; 

29  U.S.C.  49-49n  and  39  U.S.C.  338.  The 
Social  Security  Act  of  1935,  Pub.  L.  74- 
271,  as  amended;  and  provisions  relating 
to  ^ployment  Security;  42  U.S.C.  1101 
et  seq.  The  Vietnam  Era  Veterans’ 
Readjustment  Assistance  Act  of  1974, 
Title  rV  Pub.  L  93-508  as  amended;  38 
U.S.C.  2001-2014;  The  Trade  Expansion 
Act  of  1974,  Pub.  L  93-618. 
Comprehensive  Employment  and 
Training  Act  of  1973,  as  amended  by 
Pub.  L.  95-524,  92  Stat.  1909,  29  U.S.C. 

801  note;  The  Rehabilitation  Act  of  1973, 
Pub.  L  93-112;  Emergency  Jobs  and 
Unemployment  Extension  Act  of  1975, 
Pub.  L.  94-45.  Airline  Deregulation  Act 
of  1978,  Pub.  L.  95.504,  92  Stat.  1705,  49 
U.S.C.  1301;  The  Revenue  Act  of  1978, 
Pub.  L.  95-600, 92  Stat.  2763,  26  U.S.C.  51; 
Redwood  National  Park  Expansion  Act, 
Pub.  L.  95-250, 92  Stat.  163, 16  U.S.C. 

79a. 

Other  legislative  bases  foir 
employment  security  programs  (not 
mentioned  above): 

Federal  Unemployment  Tax  Act 
(FUTA);  Food  Stamp  Act  (Pub.  L  91-671 
as  amended  1971);  Federal-State 
Extended  Unemployment  Compensation 
Act  of  1970  (EB);  5  U.S.C.  8501-8508  and 
8521-8525,  (UCFE  and  UCX);  Emergency 
Unemployment  Compensation  Act  of 
1974  (Pub.  L  93-572);  Trade  Expansion 
Act  of  1962,  as  amended  (19  U.S.C.  1941- 
1944  and  1952);  Trade  Reform  Act  of 
1970  (Pub.  L  93-618),  Title  II;  Disaster 
Relief  Act  of  1970  (Pub.  L  91-106); 
Disaster  Relief  Act  of  1974  (Pub.  L.  93- 
288),  Title  rV;  Immigration  and 


Nationality  Act;  Special  Unemployment 
Compensation  Act  of  1974,  as  amended; 
Title  rV  of  Social  Security  Act  as 
amended  (WIN). 

Objectives:  To  place  persons  in 
employment  by  providing  a  variety  of 
placement-related  services  to  job 
seekers  and  to  employers  seeldng 
qualifred  individuals  to  fill  job  openings. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  General 
services  to  job  seekers  include  outreach, 
interviewing,  testing,  counseling,  and 
referral  to  employment  opportunities. 
Also,  job  seekers  in  need  of  specialized 
training  or  supportive  services  to  local, 
State  or  Federal  offices  that  are  able  to 
provide  such  services.  General  services 
to  employers  include  providing  a  source 
of  qualified  applicants  for  job  openings 
within  the  local  area  or,  if  necessary, 
nationwide,  and  providing  selected 
technical  assistance  in  identifying  and 
resolving  internal  workforce  problems 
such  as  turnover,  absenteeism,  and 
special  recruitment  difficulties  as  well 
as  assisting  in  the  development  of 
personnel. 

Applicant  Eligibility:  State 
employment  security  agencies,  including 
Virgin  Islands,  Puerto  Rico,  and  Guam. 

Beneficiary  Eligibility:  All  employers 
seeking  workers,  persons  seeking 
emplojnment,  community  groups,  and 
employer  organizations.  Priority  in 
service  is  given  to  veterans,  with 
handicapped  veterans  receiving 
preferential  treatment  over  other 
veterans. 

Other  Tests:  For  this  program,  the 
auditor  should  review  (vis-a-vis  Grants- 
to-States  funds),  the  State  agency’s 
financial  agreements  with  other 
agencies  including  CETA,  Food  Stamps, 
WIN  and  Job  Corps. 

*  *  *  17.211  Job  Corps 

Authorization:  Title  IV  of  the 
Comprehensive  Employment  and 
Training  Act  of  1973  as  amended  by 
Pub.  L.  93-567,  88  Stat.  1845,  29  U.S.C. 

801  note,  and  Pub.  L.  95-524,  92  Stat. 
1909,  2aU.S.C.  801  note. 

Objectives:  To  assist  young  men  and 
women  who  need,  and  can  benefit  from, 
an  intensive  educational  and  vocational 
training  program  in  order  to  become 
more  responsible,  employable,  and 
productive  citizens.  Operated  in  a 
residential  group  setting. 

Major  Compliance  Features 

Uses  and  Use  Restrictians:  Jobs  Corps 
contractors  operate  residential  centers 
to  serve  low-income  young  men  and 
women,  ages  16  through  21,  who  require 
additional  education,  training,  or 
intensive  counseling  to  secure  and  hold 


meaningful  employment,  participate 
successfully  in  regular  schoolwork, 
qualify  for  other  training  programs 
suitable  to  their  needs,  or  satisfy  Armed 
Forces  entrance  requirements. 
Corpsmembers  receive  a  comprehensive 
program  of  basic  and  remedial 
education,  vocational  training,  work 
experience,  and  personal  and  vocational 
counseling  are  given  room  and  board, 
medical  and  dental  services,  work  and 
casual  clothing,  and  a  monthly 
allowance  for  living  expenses.  A 
readjustment  payment  is  made  upon 
completion  of  at  least  six  months  of 
training  and  job  placement  assistance  is 
provided.  Maximum  enrollment  is  2 
years. 

Applicant  Eligibility:  Federal,  State, 
local  government  agencies  including 
U.S.  Territories,  private  profit  and 
nonprofit  organizations  and  Indian 
tribes  and  organizations  having  the 
capabilities  to  carry  out  the  objectives 
of  the  program.  Usually  the  program 
operators  are  State  Unemployment 
Security  Agencies  (SESA’s). 

Beneficiary  Eligibility:  (Source: 

CETA,  sec.  452).  a.  has  attained  age  14 
but  not  attained  age  22  at  the  time  of 
enrollment,  except  that  such  maximum 
age  limitation  may  be  waived,  in 
accordance  with  regulations  of  the 
Secretary  in  the  case  of  any 
handicapped  individuals;  b.  is 
economically  disadvantaged  or  is  a 
member  of  a  family  who  is  economically 
disadvantaged,  and  who  requires 
additional  education,  training,  or 
intensive  counseling  and  related 
assistance  in  order  to  secure  and  hold 
meaningful  employment,  participate 
successfully  in  regular  school  work, 
qualify  for  other  suitable  training 
programs,  or  satisfy  Armed  Forces 
requirements;  c.  is  currently  living  in  an 
environment  so  characterized  by 
cultural  deprivation,  a  disruptive 
homelife,  or  other  disorienting 
conditions  as  to  substantially  impair 
prospects  for  successful  participation  in 
other  programs  providing  needed 
training,  education,  or  assistance;  d.  is 
determined,  after  careful  screening,  as 
provided  for  in  sectiojns  453  and  454,  to 
have  the  present  capabilities  and 
aspirations  needed  to  complete  and 
secure  the  full  benefit  of  the  Job  Corps 
and  to  be  free  of  medical  and  behavioral 
problems  so  serious  that  the  individual 
could  not  adjust  to  the  standards  of 
conduct,  discipline,  work,  and  training 
which  the  Job  Corps  involved;  and  e. 
meets  such  other  standards  for 
enrollment  as  the  Secretary  may 
prescribe  and  agrees  to  comply  with  all 
applicable  Job  Corps  rules  and 
regulations. 
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*  •  *  17.225  Unemployment  Insurance 

Authorization;  The  Social  Security 
Act,  as  amended,  42  U.S.C.  501-504, 
1101-1108:  Trade  Act  of  1974,  Pub.  L  93- 
618,  88  Stat.  2024, 19  U.S.C.  2311;  Benefit 
provisions-Federal  Unemployment  Tax 
Act  as  amended,  26  U.S.C.  3404  note; 
Federal  Employees  and  Ex-servicemen, 

5  U.S.C.  8505(h);  Redwood  National  Park 
Expansion  Act,  Pub.  L.  95-250, 92  Stat. 
163, 16  U.S.C.  79K,1:  Trade  Act  of  1974 
(cited  above);  Disaster  Relief  Act  of 
1974,  Pub.  L  93-288,  88  Stat.  153,  42 
U.S.C.  5171;  Airline  Deregulation  Act  of 
1976,  Pub.  L  95-n504,  92  Stat.  1705,  49 
U.S.C.  1552. 

Objectives:  To  administer  programs  of 
unemplojrment  insurance  for  eligible 
workers  through  Federal  and  State 
cooperation;  to  administer  payment  of 
worker  adjustment  assistance. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  The  States 
have  the  direct  responsibility  for 
establishing  and  operating  their  own 
unemployment  insurance  programs, 
while  the  Federal  Government  finances 
the  cost  of  administration.  State 
unemployment  insurance  tax  collections 
are  used  solely  for  the  payment  of 
benefits;  Federal  unemployment 
insurance  tax  collections  are  used  to 
finance  expenses  deemed  necessary  for 
proper  and  efficient  administration  of 
the  State  unemployment  insurance 
programs,  and  to  reimburse  State  funds 
for  one-half  the  costs  of  extended 
benefits  paid  under  the  provisions  of 
State  laws  which  conform  to  the 
provisions  of  the  Social  Security  Act 
and  the  Federal  Unemployment  Tax  Act. 
Federal  Unemployment  Benefits  and 
Allowances  (liJBA)  funds  are  used  to 
pay  benefits  to  CETA  PSE  enrollees, 
unemployed  Federal  military  and 
civilian  (including  USPS)  employees  and 
for  the  Trade  and  Redwood  Programs 
(See  Beneficiary  Eligibility).  FUBA  funds 
may  not  be  used  for  any  program 
administration  costs  nor  for  training,  job 
search,  and  job  relocation  payments. 

"Reed  Act”  Funds:  States  may  use 
unemployment  funds  for  administration 
under  certain  conditions. 

—The  amount  available  for  this  purpose 
is  limited  to  those  sums  allocated  to  a 
State  account  in  the  Unemployment 
Trust  Fund  firom  excess  FUTA 
revenues,  generally  referred  to  as 
“Reed  Act"  distributions. 

—Any  use  of  these  “Reed  Act"  monies 
must  be  authorized  by  a  specific 
appropriation  of  a  State  legislature, 
automatically  expiring  in  2  years. 
—Under  certain  conditions,  “Reed  Act" 
funds  expended  for  the  purchase  of 


real  estate  and  high  cost  equipment 
may  be  redeposited  for  future  use. 
Applicant  Eligibility:  State 
unemployment  insurance  agencies, 
including  Puerto  Rico  and  the  Virgin 
Islands. 

Beneficiary  Eligibility:  All  workers 
whose  employers  contribute  to  or  make 
payments  in  lieu  of  contributions  to 
State  imemployment  funds.  Federal 
civilian  employees,  ex-servicemen, 
workers  deemed  “affected  employees" 
in  the  Redwood  industry,  eligible 
protected  employees  imder  ffie  Airline 
Deregulation  Act,  workers  whose 
unemployment  is  caused  by  a 
Presidentially  declared  disaster  under 
the  Disaster  Relief  Act,  and  “adversely 
affected  workers"  under  the  Trade  Act 
are  eligible  if  they  are  involimtarily 
unemployed,  able  to  work,  available  for 
work,  meet  the  eligibility  and  qualifying 
requirements  of  the  State  law,  and  are 
firee  from  disqualifications.  Individual 
State  information  and  eligibility 
requirements  are  available  from  local 
employment  offices. 

Other  Tests:  State  Unemployment 
Fund:  Federal  Law  requires  that  ail 
receipts  be  transferred  immediately  (24 
hour  turnaround)  to  the  U.S.  Treasury. 
Examine  agency  procedures  for  this. 

Determine  that  the  Unemployment 
Fimd  consists  only  of  those  accounts 
necessary  to  receive  contributions  and 
payments  in  lieu  of  contributions  from 
employers  (clearing  account). 

Collection  of  Contributions:  The 
auditor  should  test  for  procedures  to 
ensure  the  following: 

— State  accounts  in  which  activity  has 
ceased  should  be  closed  out  and 
balances  reverted  to  their  sources. 

— ^Estimating  procedures  should  be 
reviewed  where  withdrawals  of  funds 
routinely  exceed  expenditures. 

— ^Extended  Benefit,  or  other  emergency 
compensation  balances  in  a  State 
account,  should  be  returned  to  the 
proper  trust  fund  account  if  not 
expended  within  10  days. 

— ^If  unemployment  funds  are 
maintained  within  a  State  general 
fund,  ascertain  whether  a  pro  rata 
share  of  the  State’s  ecumings  are 
applied  to  the  unemployment  fund. 

The  auditor  should  review  “Reed  Act" 
accounts  for  the  following: 

—The  balance  in  a  State  “Reed  Act" 
account  (see  discussion  above)  cannot 
exceed  the  amounts  allocated  to  the 
State  from  the  excess  in  the  Federal 
accounts  in  the  Unemployment  Trust 
Fund. 

— ^Expenditures  for  administration 
cannot  exceed  allocations  plus 
redeposits. 


— “Reed  Act”  balances  should  be 

reduced  by  any  amounts  used  to  pay 

benefits. 

***17.232  Comrehensive  Employment 
and  Training  Programs  (Comprehensive 
Employment  and  Training  Act  of  1973, 
as  Amended) 

Authorization:  Titles  L II.  IV,  VL  and 
Vn  of  the  Comprehensive  Employment 
and  Training  Act  of  1973,  as  amended. 
Pub.  L.  95-524, 92  Stat.  1909,  29  U.S.C. 

801  note. 

Objectives:  To  provide  job  training 
and  employment  opportimities  for 
economically  disadvantaged, 
unemployed,  and  underemployed 
persons  and  to  assure  that  training  and 
other  services  lead  to  increased 
earnings  and  enhanced  self-sufficiency 
by  establishing  a  flexible  decentralized 
system  of  Federal,  State,  and  local 
programs. 

Major  Compliance  Features 

Note. — The  CETA  regulations  (and 
statutes)  are  found  in  a  number  of  separate 
citations: 

—CETA  of  1973:  29  CFR  Parts  94-99  (Pub.  L 

93-203) 

— CETA  'Transition  Period”  (10/26/78  to  1/ 

25/79)  29  CFR  Part  93.2  (Pub.  L  95-524) 
—CETA  of  1978:  20  CFR  Parts  675-680  (P^b. 

L  95-524) 

Introduction — the  major  compliance 
features  for  this  program  relate 
princially  to  ELIGIBILITY. 

Definitions:  1.  Veteran:  (1)  Served 
more  than  180  days  on  active  duty,  or  (2) 
discharged  or  released  from  active  dufy 
with  a  service-connected  disability  and; 
(3)  has  not  obtained  permanent,  fidl 
time,  unsubsidized  emplojrment  between 
the  release  date  (fit)m  service)  and  the 
application  date. 

2.  Resident:  At  the  time  of  application 
and  selection,  the  person  resides  within 
the  geographic  area  covered  by  the 
grant. 

3.  Poverty  Family:  Person  is  a  member 
of  a  family  whose  total  income  does  not 
exceed  the  0MB  established  poverty 
level. 

4.  Welfare  Family:  Person  is  a 
member  of  a  family  which  either 
qualifies  and  receives  public  assistance 
welfare  payment,  or  which  could  so 
qualify. 

5.  LLSIL’  The  person  is  a  member  of  a 
family  which  is  at  “some"  percentage  of 
the  lower  living  standard  income  level 
(LLSIL). 

6.  Barrier  individual:  the  youth,  or 
other  applicant,  presents  significant 
barriers  to  employment  because  he/she 
is:  a.  A  client  of  a  sheltered  workshop  or 

b.  Handicapped  or 
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c.  Institutionalized  with  24  hour 
support,  e.g.,  prison  hospital,  care 
facility  etc.,  or 

d.  Regular  outpatient  of  a  mental 
facility  or  rehab  facility  or  similar. 

7. 10  and  30  Rule:  At  least  seven  days 
prior  to  application,  the  person  did  not 
work  more  than  ten  hours  nor  earn  more 
than  $30  in  any  week. 

Title  I— For  the  Period  fiscal  year  1978 
and  fiscal  year  1979  up  to  January  25, 

1979 

A.  Non  Public-Service  applicant  must 
meet  one  of  the  following  criteria:  1. 
Economically  Disadvantaged:  a. 

Member  of  Welfare  Family:  or 

b.  Member  of  a  Poverty  Family  at 
either:  (1)  Poverty  level  established  by 
0MB;  or  (2)  70  percent  LLSIL. 

2.  Unemployed:  a.  Person  who  did  not 
work  during  the  calendar  week 
preceding  the  week  in  which  the 
determination  of  eligibility  is  made 
(welfare  recipients  excluded):  or 

b.  Person  who  is  conflned  in  a  jail, 
penitentiary,  or  other  institution  and  the 
expected  release  date  is  not 
unreasonably  long  after  planned 
completion  of  training  date;  or 

c.  Member  of  Welfare  Family:  or 

d.  Veteran. 

3.  Underemployed:  a.  Person  working 
part-time,  seeking  full-time  job  or  is 
working  full-time,  and 

b.  Same  as  A.l.b.  above. 

B.  Public  Service  Employment  (PSE) 
applicant  must:  1.  Meeting  either  one  of 
the  requirements  in  A.  above,  and 

2.  Be  a  Resident. 

Title  II— For  the  Period  fiscal  year  1978 
and  fiscal  year  1979  to  January  25, 1979 

All  applicants  must  be:  1.  Unemployed 
for  at  least  30  days  prior  to  application, 
and  a  member  of  a  welfare  family,  or 
during  the  30  days  preceding 
application,  person  met  the  “10  and  30 
Rule”  (as  defined  above],  or 

2.  Underemployed  which  is  defined  as 
working  part-time  and  seeking  full-time 
or  working  full-time  and  a  member  of  a 
poverty  family,  or 

3.  Veteran,  and 

4.  Resident. 

Title  III— Summer  Youth  * 

A.  For  the  Period  fiscal  year  1978  and 
fiscal  year  1979  to  March  30, 1979.  All 
applicants  must  be:  1.  Economically 
Disadvantaged  at  application  time  (as 
defined  in  Title  I  above),  and 

2.  Age  14-21  (inclusive),  at  application 
time. 

B.  For  the  Period  fiscal  year  1979  as  of 
April  1, 1979.  All  applicants  must  be:  1. 


*This  Title  is  now  promulgated  under  Title  IV, 
Part  C,  of  the  CETA  amendments  of  1978. 


Economically  Disadvantaged  at 
application  time:  a.  Member  of  welfare 
family,  which  receives  public  assistance, 
or 

b.  Member  of  a  family  whose  income 
during  the  previous  six  months,  on  an 
annualized  basis,  was  such  that:  (1) 
Family  would  qualify  for  public 
assistance,  or 

(2)  Family  income  does  not  exceed 
poverty  level,  or 

(3)  Family  income  does  not  exceed  70 
percent  LLSIL. 

c.  Foster  child,  or 

d.  BARRIER  individual,  and 

2.  Age  14-21  (inclusive],  at  time  of 
enrollment. 

Title  III — Youth  Incentive  Entitlement 
Pilot  Projects  ® 

A.  For  the  period  fiscal  year  1978-60. 
At  time  of  application  and  selection,  a 
youth  must  show  documentation  that 
the  following  criteria  have  been  met: 

1.  Age  16-19  (inclusive),  unless 
otherwise  authorized, 

2.  Has  not  received  a  high  school 
diploma  or  equivalent, 

3.  Is  a  resident  for  30  days,  except  for 
newly  discharged  veteran, 

4.  Is  fiom  a  welfare  or  poverty  family 
(economically  disadvantaged], 

5.  a.  Enrolled  in  and  attending  a  State- 
certified  program  leading  to  a  high 
school  diploma,  or  is  so  scheduled 
within  30  days  of  YIEPP,  or 

b.  Scheduled  for  an  equivalency 
(GED)  program  within  30  days. 

6.  Has  participation  approved  in 
writing,  if  under  the  juvenile  or  criminal 
justice  system. 

Title  III — Youth  Community 
Conservation  and  Improvement  Project* 

A.  For  the  period  fiscal  year  1978  to 
April  4, 1978. 1.  All  applicants  must  be: 
a.  Age  16-19  (inclusive]  at  enrollment, 
and 

b.  Unemployed  (same  as  Title  I). 

B.  For  the  period  fiscal  year  1978  as  of 
April  7, 1978  and  1979  up  to  March  30, 

1979. 1.  At  the  time  of  application  and 
enrollment,  all  applicants  must  be:  a. 

Age  16-19  (inclusive)  and 

b.  Unemployed  (same  as  Title  I). 

C.  For  the  period  fiscal  year  1979 
(beginning  April  1, 1979)  and  fiscal  year 

1980. 1.  At  the  time  of  application,  all 
applicants  must  be:  a.  Age  16-19 
(inclusive],  and 

b.  Unemployed 

(1)  Without  a  job  for  at  least  7 
consecutive  days  prior  to  application 
and  meet  the  “10  and  30  Rule,” 

(2)  A  BARRIER  individual,  or 


*Thi8  Title  is  not  promulgated  under  Title  IV,  Part 
A,  Subpart  E,  of  the  CETA  amendment  of  1978. 

‘This  Title  is  now  promulgated  under  Title  IV. 
Part  A,  Subpart  E,  of  the  CETA  amendment  of  1978. 


(3)  Age  18,  and  a  member  of  a  welfare 
family,  or 

(4)  Veteran, 

Title  III— Youth  Employment  and 
Training  Programs  * 

A.  For  the  period  fiscal  year  1978  and 
fiscal  year  1979  to  March  30, 1979. 1.  At 
application  and  enrollment  time,  the 
youth  must  meet  the  following:  a. 
Unemployed  (as  in  Title  I),  or 

b.  Underemployed  (as  in  Title  I),  or 

c.  In  school:  (1)  A  youth  who  is 
currently  enrolled  in  and  attending  a 
secondary,  trade,  or  technical  school  or 
was  enrolled  in,  and  attended  the  last 
regularly  scheduled  quarter  or  semester 
of  such  school,  and  is  scheduled  to 
attend  the  next  regularly  scheduled 
quarter  or  semester,  or 

(2)  A  youth  who  has  a  high  school 
diploma  or  its  equivalent  and  who 
attended  the  last  regularly  scheduled, 
quarter  or  semester  of  a  community 
college  or  vocational  school,  but  has  not 
completed  all  required  course  work,  or 

(3)  A  youth  who  has  not  completed 
high  school  and  who  agrees  to  enroll  in 
a  school  program  leading  to  a  secondary 
school  diploma  or  its  equivalent. 

d.  Age  16-21,  and 

e.  Family  at  or  below  85%  LLSIL 

2.  On  an  exception  basis,  applicants 
who  are  “in  school”  and  14  or  15  years 
of  age  may  participate  in  “broad  career” 
programs  under  YETP.  These  applicants 
need  not  meet  the  criteria  in  3.  above,  if 
they  participate  in  a  special  component 
which  mixes  youth  above  and  below 
LLSIL. 

3.  Youth  who  do  not  meet  the  income 
criteria  and  who  are  not  in  a  special 
component  (see  CETA  regulations. 
Subpart  A,  paragraph  680.6  (44  FR 
56869])  may  also  be  offered  services. 

B.  For  the  period  fiscal  year  1979  as  of 
April  1, 1979  and  fiscal  year  1980. 1.  At 
application  time,  youth  must  be:  a. 
Unemployed,  or 

(1)  Person  who  is  without  a  job  for  at 
least  seven  consecutive  days  and  meets 
the  “10  and  30  Rule,”  or 

(2)  A  BARRIER  individual,  or 

(3)  Age  18  and  member  of  a  welfare 
family,  or 

(4)  Veteran,  or 

b.  Underemployed:  (1)  A  person  who 
is  working  part-time,  but  seeking  full¬ 
time,  or  working  full-time,  and 

(2)  Current  annualized  wage  rate  is 
not  in  excess  of  (for  a  family  of  one]  the 
higher  of  either:  (a)  the  poverty  level,  or 

(b)  70%  LLSIL  or 

c.  In  school  youth  (for  YETP,  as  of  10/ 
1/79]  the  definition  of  “in  school”  youth 
excludes  14  and  15  year  olds. 


‘This  Title  is  now  promulgated  under  Title  IV, 
Part  A,  Subparts  3  and  4,  of  the  CETA  amendments 
of  1978. 
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d.  Age  16-21,  and 

e.  Family  at  or  below  85%  LLSIL. 

2.  Exceptions  (see  para  A.2.  and  A.3. 
above). 

Title  HI— Special  Grant 

An  individual  must  meet  the  eligibility 
requirements  outlined  in  the  grantee’s 
Title  III — Special  Grants. 

Title  VI— Public  Service  Employment 

An  individual  must  meet  the  eligibility 
requirements  outlined  in  the  grant 
agreement. 

Title  IIB — For  the  period  fiscal  year 
1979  (beginning  January  26, 1979  and 
fiscal  year  1980  * 

A.  At  application  time,  to  be  eligible 
an  individual  must  meet  the  following 
criteria:  1.  Economically  disadvantaged 
(as  defined  under  Title  III — Summer 
Youth)  and  either 

2.  Unemployed:  a.  Person  who  is 
without  a  job  for  at  least  seven 
consecutive  days  prior  to  application, 
and  meets  the  “10  and  30  Rule,"  or 

b.  A  BARRIER  individual,  or 

c.  Age  18  and  member  of  a  welfare 
family,  or 

d.  Veteran. 

3.  Underemployed  (as  defined  in  Title 
III— YETP,  para  B.l.b.) 

4.  Enrolled  in  school  full-time  at 
present,  and  scheduled  for  next 
semester. 

Title  IIC—As  of  April  1, 1979^ 

A.  Upgrading  Program:  At  time  of 
application,  an  individual  must  be:  1. 
Operating  at  least  that  full  skill 
potential,  and 

2.  Working  for  at  least  the  prior  six 
months  with  the  same  employer  in  either 
entry  level,  unskilled,  or  semi-skilled 
position  or  a  position  with  little  or  no 
advancement  opportunity  in  a  normal 
promotional  line. 

B.  Retraining  Program.  At  time  of 
application,  an  individual  must:  1.  Have 
received  a  bonafide  notice  of  impending 
layoff  within  the  last  six  months,  and 

2.  Have  been  determined  by  the  prime 
sponsor,  wih  the  assistance  of  the  local 
employment  service,  as  having  little 
opportunity  to  be  reemployed  in  the 
same  or  an  equivalent  occupation  or 
skill  level  wi^in  the  labor  market  area. 

Title  IID— Public  Service  Employment’’ 

A.  For  the  period  fiscal  year  1979  as 
of  January  26, 1979  to  March  30, 1979.  To 
be  eligible,  an  individual  must:  1.  Be 
economically  disadvantaged  (see  Title 
IIB  definition),  and 


*This  Title  was  formerly  Title  1  under  CETA  of 
1973,  exclusive  of  Title  IID. 

’This  Title  was  formerly  Title  U  under  CETA  of 
1973. 


2.  Be  unemployed  (See  Title  IIB 
definition)  during  15  of  the  20  weeks 
immediately  prior  to  application  (except 
for  welfare  recipients), 

3.  Be  a  resident,  and 

4.  Not  have  quit  a  job  paying  the 
Federal  minimum  wage  without  good 
cause  during  six  months  prior  to 
application. 

B.  For  the  period  fiscal  year  1979  as  of 
April  1, 1979  and  fiscal  year  1980.  To  be 
eligible,  an  individual  must:  1.  Be 
economically  disadvantaged  (see  Title 
IIB  definition),  and 

2.  Unemployed  (see  Title  IIB 
definition)  during  15  of  the  20  weeks 
immediately  prior  to  application,  or 

3.  Be  a  member  of  a  welfare  family, 

4.  Be  a  resident,  and 

5.  Not  have  quit  a  job  paying  the 
Federal,  state  or  local  minimum  wage 
without  good  cause  during  six  months 
prior  to  application. 

Title  VI— Public  Service  Employment 

A.  For  the  period  fiscal  year  1979  as 
of  January  26. 1979  to  March  30. 1979. 1. 
To  be  eligible,  an  individual  must:  a.  Be 
unemployed  (see  Title  IIB  definition)  for 
at  least  10  out  of  the  12  weeks 
immediately  prior  to  application  (except 
for  welfare  recipients), 

b.  Be  unemployed  at  the  time  of 
application, 

c.  Family  income  does  not  exceed  100 
percent  LLSIL,  based  upon 
annualization  of  income  three  months 
prior  to  application, 

d.  Be  a  member  of  welfare  family 
receiving  public  assistance  10  of  the  last 
12  weeks  immediately  prior  to 
application,  or 

e.  Be  a  resident,  and 

f.  Not  have  quit  a  job  paying  the 
Federal,  State,  or  local  minimum  wage 
without  good  cause  during  six  months 
prior  to  application. 

Note  to  the  Auditor. — ^The  interim  PSE 
eligibility  criteria  for  new  Titles  IID  and  VI 
(CETA  Amendments  of  1978]  during  the 
“Transition  Period”  (10/26/78  to  1/25/79) 
shall  be  the  same  as  old  Title  VI  (New 
Criteria)  per  CETA  of  1973. 

*  *  *  17.235  Senior  Community 
Service  Employment  Program 

Authorization:  Title  V  of  Older 
Americans  Act,  Pub.  L  94-135,  89  Stat. 
720,  42  U.S.C.  3056A. 

Objectives:  To  provide,  foster,  and 
promote  useful  part-time  work 
opportunities  up  to  20  hours  per  week  in 
community  service  activities  for  low 
income  persons  who  are  55  years  old 
and  older,  and  who  have  poor 
employment  prospects. 


Major  Compliance  Features 

Uses  and  Use  Restrictions: 
Organizations  which  receive  project 
grants  or  contracts  may  use  the  funds  to 
create  and  pay  for  part-time  commimity 
service  job  positions.  The  individuals 
who  are  employed  may  be  placed  in 
work  assignments  at  established  local 
service  agencies  (e.g.,  schools,  hospitals, 
day  care  centers,  park  systems,  etc.),  or 
may  be  given  work  assigiunents  in 
coimection  with  newly  formed  or 
innovative  community  service  projects. 

A  portion  of  project  ^ds  may  be  used 
to  provide  participEmts  with  training, 
counseling,  and  other  supportive 
services.  No  more  than  15  percent  of  the 
Federal  share  of  the  project  costs  may 
be  spent  for  administration. 

Applicant  Eligibility:  The  following 
types  of  organizations  are  eligible  to 
receive  project  grants:  (1)  States  and 
agencies  of  a  State,  (2)  national,  public 
and  private  nonprofit  agencies  and 
organizations  oAer  than  political 
parties,  (3)  U.S.  Territories. 

Beneficiary  Eligibility:  Adults  55 
years  or  older  and  economically 
disadvantaged.  Upon  first  time 
enrollment,  participants  must  have  an 
income  at  or  below  125  percent  of  the 
poverty  level.  Reentry  persons  enrolled 
in  the  program  may  have  incomes  which 
exceed  the  poverty  level  by  no  more 
than  $500.  SCSEP  positions  must:  (a) 
Represent  an  addition  to  regular  agency 
employment  opportunities;  (b)  not 
displace  current  employees,  including 
partial  displacement;  (c)  not  impair 
existing  contracts  or  substitute  Federal 
funds  for  other  funds. 

Other  Tests:  Payment  of  wages. 

SCSEP  wages  must  be  the  higher  of  the 
Federal  or  State  minimum  wage  and/or 
the  prevailing  rates  of  pay  for  persons 
employed  in  similar  public  occupations 
by  the  same  employer. 

Limitation  on  hours  worked.  SCSEP 
participants  may  not  work  more  than 
1,300  hours  in  any  12  month  period. 

Department  of  Transportation 

*  *  *  20.102  Airport  Development  Aid 
Program  (ADAP) 

Authorization:  Airport  and  Airway 
Development  Act  of  1970;  Pub.  L  91-258, 
49  U.S.C.  1701,  as  amended  by  Public 
Law  92-174,  Pub.  L.  93-44,  and  Pub.  L 
94-353.  Current  act  expires  at  the  end  of 
fiscal  year  1980,  and  new  legislation  will 
be  required  to  extend  the  program. 

Objectives:  To  assist  public  agencies 
in  the  development  of  a  nationwide 
system  of  public  airports  adequate  to 
meet  the  needs  of  civil  aeronautics. 
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Major  Compliance  Features 

Uses  and  Use  Restrictions: 
Constructing,  improving,  or  repairing  a 
public  airport  or  portion  thereof 
consisting  of:  (1)  Land  acquisition,  (2) 
site  preparation,  (3)  construction, 
alteration,  and  repair  of  runways, 
taxiways,  aprons,  and  roads  within 
airport  boundaries,  (4)  construction  and 
installation  of  lighting  utilities, 
navigational  aids,  and  certain  offsite 
work;  (5)  safety  equipment  required  for 
certification  of  airport  facility,  (6) 
security  equipment  required  of  the 
sponsor  by  the  Secretary  of 
Transportation  by  rule  or  regulation  for 
the  safety  and  security  of  persons  and 
property  on  the  airport,  (7)  snow 
removal  equipment  (8)  noise 
suppressing  equipment,  construction  of 
physical  barriers,  landscaping  and  land 
acquisition  for  noise  compatibility,  and 
(9)  terminal  development. 

Applicant  Eligibility:  State,  county, 
municipal,  and  other  public  agencies 
including  an  Indian  tribe  or  Pueblo  are 
eligible  for  airport  development  grants  if 
the  airport  on  which  the  development  is 
required  is  listed  in  the  national  airport 
system  plan. 

Formula  and  Matching  Requirements: 
Federal  government  share  of  allowable 
costs  of  airport  development  project 
may  not  exceed:  75  percent  for  an  air 
carrier  (other  than  a  commuter  service 
airport)  which  enplanes  one-quarter  of 
one  percent  or  more  of  all  passengers 
enplaned  at  all  such  airports,  and  80 
percent  for  all  other  airports,  i.e.,  general 
aviation  airports,  reliever  airports,  and 
commuter  service  airports,  and  air 
carrier  airports  which  enplane  less  than 
one-quarter  of  one  percent  of  such 
passengers.  The  Federal  share  for 
terminal  development  projects  at  air 
carrier  airports  may  be  funded  only  from 
the  airport’s  enplanement 
apportionment  and  no  more  than  60 
percent  of  such  apportionment  for  any 
fiscal  year  may  be  obligated  for  such 
projects.  The  Federal  share  of  terminal 
development  projects  shall  be  50 
percent. 

Other  Tests:  1.  The  following  costs  are 
unallowable:  a.  Passenger  automobile 
parking  facilities,  buildings  to  be  used  as 
hangars,  living  quarters,  nonairport 
purposes  and  building  ':onstruction 
which  is  not  airport  development;  and 

b.  The  cost  of  general  area,  urban,  or 
statewide  planning  of  airports,  as 
distinguished  from  planning  a  specific 
project. 

2.  When  FAA  permits  a  grantee  to 
dispose  of  land  acquired  with  Federal 
funds,  the  net  proceeds  from  its  sale  are 
to  be  offset  against  the  allowable  costs 


for  new  airport  development  or  for 
master  planning  grants. 

The  following  two  programs  are 
administered  by  UMTA.  The  compliance 
features  for  bo  A  are  outlined  following 
the  description  of  program  #20.507 
below. 

*  *  *  20.500  Urban  Mass 
Transportation  Capital  Improvement 
Grants 

Authorization:  Urban  Mass 
Transportation  Act  of  1964:  Pub.  L.  88- 
365,  as  amended  through  February  5, 

1976;  49  U.S.C.  1601  et.  seq. 

Objectives:  To  assist  in  financing  the 
acquisition,  construction,  reconstruction, 
and  improvement  of  facilities  and 
equipment  for  use,  by  operation,  lease, 
or  otherwise,  in  Mass  Transportation 
Service  in  urban  areas  and  in 
coordinating  service  with  highway  and 
other  transportation  in  such  areas. 

*  *  *20.507  Urban  Mass 
Transportation  Capital  and  Operating 
Assistance 

Authorization:  Urban  Mass 
Transportation  Act  of  1964:  Pub.  L.  8ft- 
365,  as  amended  through  February  5, 
1976;  49  U.S.C.  1601  et.  seq. 

Objectives:  To  assist  in  financing  the 
acquisition,  construction,  and 
improvement  of  facilities  and  equipment 
for  use  by  operation  or  lease  or 
otherwise  in  Mass  Transportation 
service,  and  the  payment  of  operating 
expenses  to  improve  or  to  continue  such 
service  by  operation,  lease,  contract  or 
otherwise. 

Major  Compliance  Feahires 
For  20.500  Only 

Uses  and  Use  Restrictions:  Eligible 
facilities  and  equipment  include  land, 
buses,  other  rolling  stock,  and  other  real 
and  personal  property  needed  for  an 
efficient  and  coordinated  mass 
transportation  system.  Ordinary 
governmental  or  project  operating 
expenses  are  excluded.  Adequate  public 
notice  must  be  given  of  intent;  social 
and  economic  impact  on  environment 
must  be  considered;  project  must  be 
consistent  with  official  plans  for 
comprehensive  development  of  urban 
areas. 

Applicant  Eligibility:  Public  agencies. 
Private  transportation  companies  may 
participate  through  contractual 
arrangements  with  a  public  agencies 
grantee.  Applicant  must  have  legal, 
financial,  and  technical  capacity  to 
carry  out  proposed  project.  Capital 
funds  are  also  available  through  the 
states  to  private,  nonprofit  organizations 
for  the  purpose  of  providing 


transportation  services  to  the  elderly 
and  the  handicapped. 

For  20.507  Only 

Uses  and  Use  Restrictions:  Eligible 
capital  assistance  projects  may  include 
the  acquisition,  construction  or 
reconstruction  of  facilities  and 
equipment  for  use  in  mass 
transportation,  including  designing, 
engineering,  locating,  surveying, 
mapping,  acquisition  of  rights-of-way, 
relocation  assistance,  and  acquisition 
and  replacement  of  housing  sites.  An 
operating  assistance  project  represents 
the  eligible  operating  expenses  incurred 
or  projected  during  a  local  fiscal  year  by 
a  mass  transportation  operator  or 
system  serving  an  urbanized  area. 
Projects  must  be  development  through  a 
continuing  cooperative  and 
comprehensive  urban  transportation 
planning  process,  resulting  in  plans  and 
programs  for  a  unified  or  officially 
coordinated  urban  transportation 
system  consistent  with  the  planned 
development  of  the  urban  area. 

Applicant  Eligibility:  Funds  will  be 
made  available  to  urbanized  areas  (as 
defined  by  the  Bureau  of  the  Census) 
through  designated  recipients  which 
must  be  public  entities  and  legally 
capable  of  receiving  and  dispensing 
federal  funds.  The  Governor, 
responsible  local  officials  and  publicly- 
owned  operators  of  mass  transportation 
services  must  designate  recipient(s) 
jointly  for  urbanized  areas  of  200,000  or 
more  population.  The  Governor  or  his 
designee  is  the  recipient  for  urbanized 
areas  of  50,000  to  200,000  population. 
Recipients  must  submit  a  program  of 
projects  to  UMTA  and  the  Governor 
through  the  Metropolitan  Planning 
Organization;  and  certify  that  a  public 
hearing  has  been  conducted. 

Section  5— All  Operating  Assistance 
Grants  Requirements:  Formula  and 
Matching  Requirements:  Determine 
whether  UMTA  assistance  was  the 
smallest  of:  (a)  50%  of  the  New  Project 
Cost  (loss):  (b)  the  eligible  local  share 
(amount  of  local  funds);  (c)  the  operating 
deficit  after  adding  local  funds  but 
before  adding  UMTA  funds  (the 
operating  deficit  less  the  local  share);  or 
(d)  the  original  maximum  funding  agreed 
to  by  UMTA  (the  maximum  amount  of 
the  UMTA  grant). 

Maintenance  of  Effort  (MOE):  This  is 
the  level  of  funding  the  local  government 
must  exceed  in  order  to  get  Federal 
funding.  It  is  the  average  of  the  two  prior 
years.  Ascertain  how  the  grantee 
computes  this  share  and  from  what 
sources.  Check  these  against  a  schedule 
of  allowable  sources,  available  from 
DOT  or  from  the  grantee. 
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Level  of  Effort  (LOE):  This  is  the  local 
level  of  funding  computed  for  1  fiscal 
year  only.  Though  similar  to  MOE,  the 
eligible  sources  are  not  exactly  the 
same.  Perform  the  same  computation 
and  analysis  as  that  in  MOE  above^ 
using  the  same  schedule  of  allowable 
sources.  The  LOE  must  equal  or  exceed 
the  MOE. 

1.  Ineligible  costs  must  be  eliminated 
from  the  eligible  operating  expenses  in 
determining  net  operating  deficit. 

2.  All  expenses  for  nontransit  revenue 
are  ineligible:  a.  Charter  bus, 

b.  School  bus  operations  which  are 
not  regular  service, 

c.  Sightseeing,  and, 

d.  Freight. 

If  the  grantee  does  not  segregate 
expenses  associated  with  nontransit 
activities,  assume  expenses  equal 
revenues. 

3.  Sample  employee  pension  plan 
payments  (contributions)  to  see  if  they 
are  actually  paid  and  are  on  a  cash 
basis  as  required. 

Section  5  involves  some  complex 
features,  unique  to  that  program,  such  as 
eligible  expenses,  maintenance  of  efiort, 
local  share,  level  of  effort,  net  project 
cost  and  the  application  or  revenues  to 
expenses. 

For  gTEints  awarded  after  November  6, 
1978,  the  recipient  must  adhere  to  the 
following  (in  lieu  of  the  above). 

General  Discussion:  As  of  the  Act  of 
1978,  any  grant  recipient  may  reduce 
LOE  below  the  average  of  the  previous 
two  local  fiscal  years.  A  reduction  in  the 
LOE  may  result  in  reduction  in  the  level 
of  Federal  assistance.  If  an  operator 
provides  both  bus  and  rapid  rail,  but 
requests  assistance  for  the  bus 
operation  only  then  only  that  portion  is 
subject  to  MOE  requirements.  However, 
if  the  applicant  applies  for  assistance 
based  on  the  eligible  costs  for  the 
operation  of  only  a  portion  of  the  bus 
fleet  eligible  for  assistance,  the  MOE 
requirement  is  applied  to  the  total  level 
of  effort  for  the  entire  eligible  bus 
operation.  Contributions  toward  capital 
projects  do  not  contribute  toward  MOE. 

1.  Offsetting  Increase  in  Fare 
Structure.  If  the  grantee’s  LOE  is  less 
than  its  MOE,  the  difference  can  be 
offset  if:  a.  Offset  dollar  for  dollar  by  an 
increase  fi'om  changes  in  the  fare 
structure,  fare  increases  or  reductions, 
zone  structure,  zone  changes,  or  new 
peak  hours. 

b.  Increases  in  operating  revenues 
which  result  from  changes  to  service 
levels  cannot  be  used.  Measures  of 
service  levels  include  total  number  of 
vehicle  miles,  route  miles,  fi'equency,  the 
number  of  reverse  commuter  trips,  and 
the  characteristics  of  special  services, 
etc. 


c.  An  offsetting  increase  may  be 
claimed  only  for  one  local  fiscal  year.  In 
cases  where  the  change  is  in  the  last 
three  months  of  the  local  fiscal  year,  the 
grantee  may  claim  the  offset  for  this 
year  or  the  following  year.  In  all  other 
cases,  only  for  the  year  in  which  put  into 
effect. 

d.  The  grantee  must  establish  that  the 
offset  claimed  is  due  solely  to  increases 
in  operating  revenues  restdting  solely 
fi'om  changes  in  the  fare  structure 
(“offset  amount”). 

e.  Actual  revenues  and  expenses  must 
be  reported  in  the  same  year. 

f.  A  grantee  who  has  offset  reductions 
in  project  year  #1  may  apply  the  same 
offset  in  the  application  for  project  year 
#2. 

2.  Reduced  Operating  Costs.  If  a 
grantee  reduces  costs  while  maintaining 
service  levels,  it  may  reduce  its  LOE 
proportional  to  the  reduction  in 
operation  cost  without  a  loss  of  UMTA 
funds  providing:  a.  Service  levels  are 
maintained. 

b.  Grantees  who  seek  to  reduce  their 
LOE  must  specify  the  dollar  amount  and 
percentage  reduction  compared  to  the 
previous  year  and  describe  the  actions 
taken  to  offset. 

c.  Changes  which  result  in  reduced 
operating  costs  may  be  claimed  only  for 
one  local  fiscal  year.  (Same  provision  as 

l.c  above.) 

d.  Same  as  l.e.  above. 

e.  The  grantee  must  also  certify 
reductions  in  expenses  being  used  to 
justify  a  reduction  in  the  LOE  don’t 
reflect  decreases  in  future  service. 

f.  Same  as  l.f  above. 

3.  Commensurate  Reductions.  A 
grantee  who  has  an  LOE  less  than  the 
MOE  will  receive  commensurate 
reduction.  Section  5  assistance  will  be 
reduced  either  (1)  and  amount  equal  to 
the  amount  by  which  the  grantee’s  LOE 
is  less  than  the  MOE  or,  (2)  an  amount 
proportional  to  the  percentage  shortfall 
from  MOE.  (The  method  most 
advantageous  to  the  grantee.) 

Section  3  and  5  Capital  Grants.  The 
auditor  should  determine  the  following: 

1.  Depreciation,  amortization  and  use 
allowances  are  unallowable  project 
costs. 

2.  Test  that  the  grantee  uses  and 
disposes  of  mass  transportation 
property,  e.g.  buses  and  railcars,  in 
accordance  with  Attachment  N  of 
Circular  A-102.  Check  that  the  Federal 
government  is  notified  promptly  and 
receives  fair  market  value  for  property 
which  is  destroyed. 

3.  Grantee  shall  keep  insurance 
adequate  to  protect  project  facilities  and 
equipment  throughout  use. 


4.  Grantees  will  not  engage  in  charter 
bus  operations  outside  the  urban  area 
within  which  it  provides  regular  service. 

5.  Grant  recipients  will  not  engage  in 
school  bus  operations  exclusively  for 
the  transporation  of  students  or  school 
personnel  in  competition  with  school 
bus  operators. 

•  *  *  20.205  Highway  Research,  Planning, 
and  Construction  (Federal  Aid  Highway 
Program) 

Authorization:  Title  23  U.S.C., 
“Highways”;  Federal-Aid  Highway  Act 
of  1973,  Pub.  L  93-87;  Federal-Aid 
Highway  Amendments  of  1974,  Pub.  L 
93-643;  Federal-Aid  Highway  Act  of 
1976,  Pub.  L  94-280;  Surface 
Transportation  Assistance  Act  of  1978, 
Pub.  L  95-599. 

Objectives:  To  assist  State  highway 
agencies  in  constructing  and 
rehabilitating  the  Interstate  highway 
system  and  building  or  improving 
primary,  secondary,  and  urban  systems 
roads  and  streets,  to  provide  aid  for 
their  repair  following  disasters,  and  to 
foster  safe  highway  design;  and  to 
replace  or  rehabilitate  unsafe  bridges. 

Major  Compliance  Features 

Construction 

The  auditor  should  determine  the 
following:  1.  No  funds  for  rehabilitation 
work  on  the  superseded  section  of  a 
relinquished  highway. 

2.  'The  contractor’s  own  organization 
must  perform  not  less  than  50  percent  of 
the  total  contract  price  (excluding 
Speciality  Items). 

3.  FHWA  must  approve  claim  awards 
made  on  the  basis  of  arbitration  board 
awards  or  State  court  judgments. 

4.  FHWA  must  approve  a  Federal 
amount  where  contract  time  extensions 
granted  by  a  State  affect  project  costs  or 
liquidated  damages. 

5.  Federal-aid  in  cooperative  projects 
using  the  soil  moved  by  heavy 
equipment  (highway  fill)  e.g.  flood 
control,  will  be  limited  to  the  pro  rata 
share  of  the  highway  only. 

6.  Maintenance  work  is  not  eligible. 

7.  The  cost  of  procuring  and  installing 
the  business  signs  on  panels  or  on  ramp 
signs  is  not  allowed. 

8.  Projects  under  Certification 
Acceptance  (CA)  follow  CA  procedures; 
all  others  are  performed,  measured  and 
paid  vis-a-vis  the  approved  plan. 

9.  No  funds  will  be  used  in  any 
allowance  for  anticipated  profit  on  work 
not  actually  performed. 

10.  Stockpiled  material  cost  is 
allowable  if  it  is  not  excessive  to 
complete  the  project  and  its  value 
doesn’t  exceed  the  value  of  contract 
items  in  which  incorporated  (23  U.S.C. 
121). 
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11.  Foreign  structural  steel  will  not  be 
used  unless  the  project  (a)  costs  less 
than  $450,000;  (b)  is  under  CA  -- 
procedures;  (c)  favors  domestic  steel;  (d) 
would  cost  10  percent  more  otherwise. 

Utility  Relocation  and  Adjustment 

The  auditor  should  determine  the 
following;  1.  Where  privately  owned, 
located  on  the  owner’s  land  and  not 
serving  the  public,  FHWA  right-of-way 
procedures  apply. 

2.  If  nearly  all  of  a  facility  moves,  or  if 
extensive  damage  will  occur,  the  State’s 
analysis  of  trade-offs  must  be  concurred 
in  by  FHWA. 

3.  Generally,  prior  approval  is 
required  for  engineering  services  over 
$5,000  to  engineers,  architects  and 
others. 

4.  A  credit  is  required  for  any 
betterment  unless  required  by  governing 
codes  or  there  is  a  direct  benefit  to  the 
highway  department. 

5.  Generally,  each  State-utility 
agreement  must  be  approved. 

6.  Where  the  utility  self-insures 
against  public  liability,  reimbursement 
will  be  at  a  rate  developed  by  the  utility, 
or  not  in  excess  of  one  percent  of 
salaries  and  wages. 

Financial  Management 

The  auditor  should  determine  the 
following:  1.  Except  for  salary  and 
related  costs  of  Highway  Planning 
Research  and  Development  (HPR),  State 
costs  for  the  establishment, 
maintenance,  general  administration, 
supervision,  and  other  overhead,  costs 
including  internal  audit,  are  unallowable 
in  accordance  with  Section  302(a)  of 
Title  23,  U.S.C. 

2.  The  limitation  on  construction 
engineering  cost  is  either  10  or  15 
percent  of  construction  cost  as  approved 
by  FHWA. 

3.  Reimbursement  of  bond  proceeds 
may  be  made  only  for  those  amounts 
actually  spent  in  construction  of 
Federal-aid  projects.  Such  projects  must 
be  free  of  tolls. 

Planning,  Research,  and  Development 

The  auditor  should  determine  the 
following;  1.  Metropolitan  Planning 
Organizations  (MPO’s)  must  spend  in 
accordance  with  a  unified  work  plan  (23 
U.S.C.  104F  and  134). 

2.  FHWA  must  approve  changes  in 
principal  investigator  (except  approved 
management  option  procedures)  and  all 
proposed  R&D  studies  except  for  the 
more  limited  type  “B"  study. 

Railroads 

*1116  auditor  should  determine  the 
following:  1.  Salaries  and  expenses  of 
the  overhead  organization  may  be 


reimbursed  for  the  time  working  directly 
on  the  project,  when  the  work  is 
essential  and  could  not  have  been 
accomplished  as  economically  outside. 

2.  The  cost  of  labor  surcharges  will  be 
reimbursed  either  at  actual  cost  or  at  the 
rates  established  between  FHWA  and 
the  Association  of  American  Railroads. 

3.  Temporary  materials  recovered  and 
accepted  for  re-use  shall  be  credited  at 
amoimts  charged  the  project  less  10 
percent  for  rails,  angle  bars,  tie  plates 
and  metal  turnout  materials  and  15 
percent  for  all  other. 

4.  In  lieu  of  handling  costs,  at  the 
option  of  the  company,  5  percent  of 
billable  materials  will  be  reimbursable 
in  lieu  of  actual  costs. 

5.  In  lieu  of  actual  costs, 
reimbursement  for  equipment  cost  may 
be  made  at  the  rate  and  under  the 
conditions  set  forth  in  circulars  issued 
by  the  General  Managers  Association  of 
Chicago  and  the  Eastern  General 
Managers  Association  of  New  York.  In 
lieu  of  average  or  actual  costs  of 
company  owned  vehicles, 
reimbursement  may  be  made  at  rates  of 
recorded  use  per  mile  established  by 
agreement  between  FHWA  and  AAR. 

6.  Transportation  of  materials  over  its 
own  lines  in  a  revenue  train  is 
reimbursable  at  rates  which  do  not 
exceed  ten  mills  a  ton-mile  or  the 
published  tariff  rate  (the  lesser).  No 
charge  will  be  made  except  for  the 
operating  expenses  of  the  work  train. 
When  more  economical  to  move 
equipment  on  its  own  wheels, 
reimbursement  may  be  made  at  rate  of 
$0.20  a  car  mile  haul  for  heavy 
construction  equipment  and  six  cents  a 
car-mile  haul  for  other  equipment. 

7.  Generally,  the  maximum  coverage 
(Federal  funds),  with  respect  to  bodily 
injury,  death,  and  property  damage,  is  a 
combined  amount  of  ^  million  per 
occurrence. 

8.  There  will  be  no  charge  for  the 
existing  right-of-way  being  transferred 
to  the  State  except  when  Ae  value 
exceeds  the  value  of  the  replacement 

Preliminary  Engineering 

’The  auditor  should  determine  the 
following:  1.  Lacking  acceptable  State 
procurement  procedures,  FHWA  will 
approve  contracts  exceeding  $10,000. 

2.  Except  for  23  U.S.C.  104(Q  or  402 
funds,  contracts  will  show  that  the 
prime  contractor  performs  all  work, 
except  exempted  or  specialized  tasks. 

*  *  *  20.600  State  and  Community 
Highway  Safety 

Authorization:  Highway  Safety  Acts 
of  1966, 1970, 1973, 1976  and  1977; 
Surface  Transportation  Act  of  1978;  Pub. 
L.  89-654;  Pub.  L.  91-605;  Pub.  L  93-355; 


Pub.  L.  93-643  23  U.S.C.  402  as  amended; 
23  U.S.C.  120;  Pub.  L.  94-280;  Pub.  L.  94- 
387;  Pub.  L.  95-599. 

Objectives:  To  provide  a  coordinated 
national  highway  safety  program  to 
reduce  traffic  accidents,  deaths,  injuries, 
and  property  damage. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Funds  may 
be  used  for  problems  identified  in  the 
areas  of  motor  vehicle  inspection, 
vehicle  registration,  motorcycle  safety, 
driver  education,  driver  licensing,  traffic 
codes  and  laws,  traffic  courts,  alcohol  in 
relation  to  highway  safety,  emergency 
medical  services,  traffic  records, 
highway  design  (excluding  construction 
and  maintenance),  traffic  engineering 
services,  identification  and  surveillance 
of  accident  locations,  pedestrian  and 
bicycle  safety,  police  traffic  services, 
debris  hazard  control  and  cleanup, 
accident  investigation,  school  bus 
safety,  conununity  support  and  planning, 
and  administration  of  programs.  FHWA 
funds  may  be  used  to  fund  the 
installation  of  regulatory  and  warning 
devices  of  the  Federal-aid  highway 
system.  ’The  law  provides  that  at  least 
40  percent  of  Federal  funds  apportioned 
to  a  State  for  any  fiscal  year  will  be 
expended  by  the  political  subdivisions 
of  such  State. 

Applicant  Eligibility:  State.  American 
Indian,  District  of  Columbia,  American 
Samoa,  Guam,  Virgin  Islands  and  Puerto 
Rico  highway  safety  programs. 

Beneficiary  Eligibility:  Political 
subdivisions,  through  the  State  Highway 
Safety  Agencies. 

Formula  and  Matching  Requirements: 
Federal  share  shall  not  exceed  75 
percent  or  applicable  sliding  scale. 

*  *  *  20.309  Railroad  Rehabilitation 
and  Improvement  Guarantee  of 
Obligations 

Authorization:  Title  V,  Section  511  of 
the  Railroad  Revitalization  and 
Regulatory  Reform  Act  of  1966;  Pub.  L 
94-210. 

Objectives:  To  provide  financial 
assistance  for  the  acquisition  or 
rehabilitation  and  improvement  of 
railroad  facilities  or  equipment. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Funds 
received  by  applicants  must  be  used  for 
acquisition  or  rehabilitation  and 
improvement  of  facilities  or  equipment. 
Equipment  and  facilities  include 
locomotives,  freight  cars,  track,  roadbed 
and  related  structures,  communication 
and  power  transmission  systems, 
signals,  yard  and  terminal  facilities  and 
shop  or  repair  facilities. 
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Applicant  Eligibility:  Applicant  is 
defined  to  mean  any  railroad  or  person, 
including  State  and  local  government 
entities,  which  submits  an  application  to 
the  Administrator  for  the  guarantee  of 
an  obligation  under  which  it  is  an 
obligor.  Under  this  definition  of 
applicant,  a  government  entity  may 
apply  for,  and  receive,  guarantees. 
However,  the  policy  of  FRA  is  not  to 
guarantee  tax  exempt  obligations  unless 
the  applicant  can  demonstrate  reasons 
why  such  a  guarantee  should  be 
extended. 

Beneficiary  Eligibility:  The  ultimate 
purpose  is  to  provide  the  means  to 
rehabilitate  and  maintain  the  physical 
facilities,  improve  the  operations  and 
structure,  and  restore  the  financial 
stability  of  the  railway  system  of  the 
United  States,  and  to  promote  the 
revitalization  of  such  railway  system  so 
that  this  mode  of  transportation  will 
remain  viable  in  the  private  sector  of  the 
economy  and  will  be  able  to  provide 
energy-efficient,  ecologically  compatible 
transportation  services  with  greater 
efficiency,  effectiveness  and  economy. 
Beneficiaries  are  the  users  of  rail 
properties  which  have  been  acquired  or 
modernized  with  Federal  assistance. 

Other  Tests:  The  auditor  should  test 
compliance  with  the  terms  and 
conditions  of  the  grant  or  loan 
agreement. 

Appalachian  Regional  Commission 

*  *  *  20.003  Appalachian 
Development  Highway  System 
(Appalachian  Corridors) 

Authorization:  Section  201, 
Appalachian  Regional  Development  Act 
of  1965,  Pub.  L  89-4;  as  amended  by 
Section  106,  Pub.  L.  90-103;  Section  103, 
Pub.  L  91-123;  and  Section  110,  Pub.  L. 
94-188;  40  App.  U.S.C.  201. 

Objectives:  To  provide  a  highway 
system  which,  in  conjunction  with  other 
federally-aided  highways,  will  open  up 
areas  with  development  potential  within 
the  Appalachian  region  where 
commerce  and  communication  have 
been  inhibited  by  lack  of  adequate 
access. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  The  grants 
may  be  used  for  preliminary 
engineering,  right-of-way,  and 
construction  of  highways  meeting  the 
objectives  stated  above.  Total  highway 
construction  may  not  exceed  3,025  miles 
for  the  13-State  system.  The  highways 
must  be  accepted  and  maintained  as  a 
Federal-aid  highway. 

Applicant  Eligibility:  State 
governments,  only  within  their 
Appalachian  portions. 


Community  Services  Administration 

*  *  *  49.002  Community  Action 

Authorization:  Economic  Opportunity 
Act  of  1964,  as  amended.  Title  II,  Pub.  L 
95-568;  42  U.S.C.  2790,  et  seq. 

Objectives:  The  Community  Action 
Agency  (CAA)  is  the  prime  mechanism 
for  implementing  Community  Action 
Programs.  The  objectives  of  the  CAA 
are  to  mobilize  and  channel  the 
resources  of  private  and  public 
organizations  and  institutions  into 
antipoverty  action;  to  increase  the 
capabilities  as  well  as  opportunities  for 
participation  of  the  poor  in  the  planning, 
conduct,  and  evaluation  of  programs 
affecting  their  lives;  to  stimulate  new 
and  more  effective  approaches  to  the 
solution  of  poverty  problems;  to 
strengthen  communications,  achieve 
mutual  understanding  and  to  strengthen 
the  planning  and  coordination  of 
antipoverty  programs  in  the  community. 
Detailed  information  applicable  to 
specific  programs  funded  by  the 
Community  Services  Administration  is 
included  in  the  Code  of  Federal 
Regulations  45,  Public  Welfare,  Parts  500 
to  1199. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Funds  may 
be  used  for  administrative  costs  of 
CAAs,  nonprogram  staff  activities,  and 
locally  developed  programs  which 
further  the  objectives  of  community 
action.  Projects  may  include  community 
organization;  job  development, 
placement,  follow-up,  and  vocational 
training;  direct  employment;  day  care; 
school  age  education;  adult  education; 
housing  services;  housing  development 
corporations;  medical  care;  dental  care; 
mental  health  care;  environmental 
health;  consumer  action  and  financial 
counseling;  cooperatives;  emergency 
financial  assistance;  family 
development;  youth  development 
programs;  recreation;  energy;  narcotics 
addiction  and  alcoholism.  Technical 
assistance  is  also  available  to 
communities  in  developing,  conducting 
and  administering  programs  under  Title 
II  and  for  training  for  specialists  or  other 
personnel  which  are  needed  with  those 
programs. 

Applicant  Eligibility:  A  CAA  must  be 
designated  by  the  State,  a  political 
subdivision  of  the  State,  or  a 
combination  of  such  pofitical 
subdivisions  or  Indian  tribal 
governments. 

Beneficiary  Eligibility:  Low  income 
families  and  individuals  of  all  ages  (as 
defined  by  CSA  poverty  guidelines],  in 
urban  and  rural  areas. 

Formula  and  Matching:  Limitations  on 
Assistance:  Section  225(c);  714(a)(1);  and 


803(b].  The  matching  requirements  in  the 
law  vary  somewhat  from  section  to 
section  and  may  be  waived  by  the 
Director.  They  are  as  follows:  Section 
221,  Local  Initiative  Program  and 
Section  222,  Special  Programs  and 
Assistance  include  programs  mentioned 
above  under  Uses  and  Use  Restrictions. 
Section  225(c)  limits  the  financial 
assistance  provided  for  these  programs 
to  80  percent  of  the  total  program  or 
activity;  20  percent  of  the  program  shall 
be  contributed  by  non-Federal  sources. 

Title  VII  of  the  Act  is  Commimity 
Economic  Development  and  its  purpose 
is  to  encourage  the  development  of 
special  programs  by  which  the  residents 
of  urban  and  rural  low  income  areas 
may,  through  self-help  and  mobilization 
of  the  commimity-at-large,  improve  the 
quality  of  their  economic  and  social 
participation  in  community  life.  This 
contributes  to  the  elimination  of  poverty 
and  the  establishment  of  permanent 
economic  and  social  benefits.  Section 
714(a)(l]  limits  financial  assistance  to  % 
percent  of  the  cash  of  any  program 
funded  imder  Title  VII,  including  costs 
of  administration;  10  percent  of  the 
program  shall  be  contributed  by  non- 
Federal  sources. 

Title  Vni:  The  piupose  of  this  title  is 
to  promote  the  goal  of  economic  and 
social  self-sufficiency  for  American 
Indians,  Hawaiian  Natives,  and  Alaskan 
Natives.  Section  803(b]  of  this  title  limits 
financial  assistance  extended  to  any 
agency  to  80  percent  of  the  approved 
costs  of  the  program;  20  percent  of  the 
program  be  contributed  by  non-Federal 
sources. 

Other  Tests:  The  auditor  should 
determine  the  following:  1.  General 
Prohibitions:  Section  244  and  611. 

Sec.  244(1]  Funds  awarded  under  this 
title  or  matching  non-Federal  funds  may 
not  be  used  to  pay  allowances  for  an 
individual’s  attendance  at  meetings  of 
any  community  action  agency  governing 
board,  neighborhood  council  or 
committee,  if  the  individual  is  a  Federal, 
State  or  local  government  employee,  or 
an  employee  of  a  community  action 
agency,  or  for  payment  of  an  allowance 
to  any  individual  for  attendance  at  more 
than  two  meetings  a  month. 

Sec.  244(5]  No  financial  assistance 
shall  go  to  elementary  or  secondary 
education,  except  for  special,  remedial, 
and  other  noncurricular  assistance. 

2.  Salary:  Sections  244(2);  602(b)(1); 
610(a);  610(b)  Except  where  approved  by 
Director: 

Sec.  244(2]  No  employee  will  be 
compensated  in  excess  of  $18,000  per 
annum.  Any  amoimt  in  excess  shall  not 
be  considered  in  determining  the  non- 
Federal  contributions. 
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Sec.  602(b)(1)  May  employ  experts  for 
100  days  in  any  fiscal  year  not  in  excess 
of  $100  per  diem,  including  travel  time; 
and  travel  expenses  (including  per  diem 
in  lieu  of  subsistence)  (contracts  may  be 
renewed  annually). 

Sec.  603(b)(c);  This  section  prohibits 
programs  funded  under  this  Act  to  use 
any  funds  and  services  or  to  employ  or 
assign  personnel  for  the  purpose  of 
engaging  in  political  activities. 

Sec.  610(a)(b);  (a)  Persons  employed 
under  title  II  (except  as  provided  in 
section  602)  shall  not  receive 
compensation  (1)  in  excess  of  the 
average  compensation  paid  in  the  area, 
or  paid  to  a  substantial  number  of  the 
persons  providing  substantially 
comparable  services  in  the  area  of  the 
person’s  immediately  preceding 
employment  whichever  is  higher  or  (2) 
less  than  the  minimum  wage  rate 
prescribed  by  DOL  The  grantee  is 
required  to  perform  a  comparability 
study  and  sign  certifications  for 
inclusion  in  applications  for  funding  or 
refunding,  and  must  maintain 
documentation  of  methods  used  to 
determine  wage  and  salary 
comparability,  (b)  No  person  whose 
compensation  exceeds  $8,000  per  annum 
shall  receive  compensation  20  percent 
higher  than  the  last  job  held.  Grantee  is 
required  to  maintain  prior  salary 
information  in  employees’  personnel 
folders. 

3.  Administrative  Cost  Limitation: 
Section  244(7)  Except  where  approved 
by  Director.  Sec.  244(7)  Administrative 
costs  are  limited  to  15  percent,  including 
non-Federal  contributions.  In  certain 
cases,  the  Director  may  set  the  limit 
lower. 

4.  Special:  Section  302(a):  305. 

Sec.  302(a)  Loans  may  be  made  for  15 
years  not  resulting  in  indebteness  of 
more  than  $3,500  to  elderly  and  nnal 
persons  to:  1.  Acquire  or  improve  real 
estate  or  reduce  encumbrances  or  erect 
improvements  thereon; 

2.  Operate  or  improve  the  operation  of 
farms  not  larger  than  family  sized, 
including  but  not  limited  to  the  purchase 
of  feed,  seed,  fertilizer,  livestock, 
poultry,  and  equipment;  or 

3.  Participate  in  cooperative 
association;  and/or  to  finance 
nonagricultural  enterprises  which  will 
enable  such  families  to  supplement  their 
income. 

Sec.-  (305)  Assurances  for  the  above 
loans:  1.  There  is  reasonable  assurance 
of  repayment; 

2.  Credit  is  not  available  on 
reasonable  terms  from  other  sources: 

3.  Total  funds  ate  adequate  for  project 
completion; 

4.  Bears  interest  at  a  rate  determined 
by  the  Treasury,  plus  program  costs; 


5.  Section  303  loans  don’t  exceed 
thirty  years;  and 

6.  No  financial  or  other  assistance 
shall  be  provided  any  cooperation  or 
cooperative  organization  for  the 
production  of  agricultural  commodities 
or  for  manufacturing  purposes:  Provided, 
that 

a.  Packing,  canning,  cooking,  fireezing, 
or  other  processing  used  in  preparing  or 
marketing  edible  farm  products, 
including  dairy  products,  shall  not  be 
regarded  as  manufacturing  merely  by 
resulting  in  the  creation  of  a  new  or 
different  substance;  and 

b.  A  cooperative  organization  formed 
of  members  of  an  Indian  tribe  (including 
any  tribe  with  whom  the  special  Federal 
relationship  has  been  terminated) 
engaged  in  the  production  of  agricultural 
commodities,  or  in  manufactiuing 
products,  on  an  Indian  reservation  (or 
former  reservation)  shall  not  be 
regarded  as  a  cooperative  organization. 

Environmental  Protection  Agency 

*  *  *66.418  Construction  Grants  for 
Wastewater  Treatment  Works 

Authorization:  Clean  Water  Act,  as 
amended.  Sections  101(e),  109(b),  201 
through  205,  207,  208(d),  210  through  212, 
215  through  217,  304(d)(3),  313,  501,  502, 
511,  and  516(b);  Pub.  L.  95-217;  33  U.S.C. 
1251  et  seq. 

Objectives:  To  assist  and  serve  as  an 
incentive  in  construction  of  municipal 
sewage  treatment  works  which  are 
required  to  meet  State  and  Federal 
water  quality  standards. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  For 
construction  of  municipal  wastewater 
treatment  works  including  privately 
owned  individual  treatment  systems,  if  a 
municipality  applies  on  behalf  of  a 
number  of  such  systems.  Such  works 
may  serve  all  or  portions  of  individual 
communities,  metropolitan  areas,  or 
regions.  A  project  may  include,  but  may 
not  be  limited  to,  treatment  of  industrial 
wastes.  Grantee  must  require 
pretreatment  of  any  industrial  wastes 
which  would  otherwise  be  detrimental 
to  efficient  operation  and  maintenance, 
or  grantee  must  prevent  the  entry  of 
such  waste  into  the  treatment  plant.  ’The 
grantee  must  initiate  an  acceptable 
system  of  user  charges,  and  recover 
from  industry  capital  costs  associated 
with  the  treatment  of  industrial  wastes. 
(ICR  payments  have  been  suspended 
until  December  1, 1979.) 

Applicant  Eligibility:  Any 
municipality,  intermunicipal  agency, 
State,  or  interstate  agency  having 
jurisdiction  over  waste  disposal.  This 
program  is  available  to  each  State, 


territory  and  possession  of  the  U.S., 
including  the  District  of  Columbia. 

Formula  and  Matching  Requirements: 
75  percent  of  the  cost  of  a  treatment 
works.  After  September  30, 1978,  Step  2 
and  3  projects  that  incorporate 
innovative  or  alternative  technologies 
up  to  85  percent  of  eligible  costs.  In 
addition,  if  the  innovative  project  fails, 
then  100  percent  of  the  modification  or 
replacement  costs  can  be  reimbursed 
(see  definition  of  steps  below). 

Other  Tests:  These  features  issue  firom 
Pub.  L:  Pub.  L.  84-660  and  Pub.  L  92-500 

An  audit  must  include  a  review  of  the 
records  of  contracts  under  grants,  for 
which  the  EPA  maintains  cognizance. 
Ascertain  whether  an  audit  was 
conducted  at  the  contractor’s  site.  EPA 
will  continue  to  make  audits  of  contracts 
made  under  grants.  State  auditors 
should  rely  on  these  audits  to  the  extent 
possible. 

A.  Definitions.  1.  Construction  grants 
are  usually  obligated  in  three  stages 
(steps)  of  project  development:  1.  facility 
plans  and  related  elements,  2. 
preparation  of  construction  drawings 
and  specifications.  3.  fabrication  and 
building  of  treatment  works. 

2.  Eligible  Costs:  Federal  participation 
is  authorized  pursuant  to  statutes.  For 
wastewater  treatment  works.  EPA 
reviews  and  approves  the  engineering 
plans  and  specifications  and  determines 
the  portion  eligible. 

3.  Subagreements:  A  written 
agreement  between  an  EPA  grantee  and 
another  party  (not  a  public  agency)  and 
any  tier  of  agreement  thereunder  for  the 
furnishing  of  services,  supplies,  or 
equipment  necessary  to  complete  the 
project.  These  agreements  include 
contracts  and  subcontracts  for  personal 
and  professional  services,  agreements 
with  consultants,  and  purchase  orders. 

B.  Pub.  L.  84-660  Grants.  1.  Percentage 
of  Federal  Participation:  Up  to  55 
percent  of  eligible  project  costs. 

C.  Pub.  L.  92-500  Grants,  1.  Program 
Requirements:  Determine  that  the 
following  requirements  were  met: 

a.  User  Charge  Systems  (UCS)  For 
Step  3  awards  after  March  1. 1973, 
determine  whether  the  grantee  has 
developed  a  UCS.  With  the  Regional 
Administrator’s  (RA)  approval,  a 
grantee  may  utilize  an  ad  valorem  tax 
system  in  lieu  of  a  UCS  based  on  actual 
use.  The  auditor  need  not  concern 
himself  with  the  requirements  for 
developing  a  UCS.  However,  the  auditor 
should  report  on  the  status  of  UCS 
development. 

b.  Industrial  Cost  Recovery  (ICR)  For 
Step  2  and  3  grants  awarded  after  March 
1, 1973,  determine  whether:  (1)  The 
grantee  has  indicated  to  the  RA  that  it 
has  no  industrial  users.  The  auditor 
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should  be  alert  for  information  to  the 
contrary  during  the  audit. 

(2)  The  ^antee  has  obtained  letters 
from  “significant**  industrial  users 
agreeing  to  pay  under  the  ICR  system. 

Note.— For  final  audits  of  construction 
grants  whidi  have  ICR  systems,  the  auditor 
should  ensure  that  the  system  proposed  by 
the  grantee  has  been  approved  by  the  RA. 

The  auditor  should  state  in  his  report  the 
extent  to  which  he  has  not  audited  the  ICR 
system  but  that  the  system  is  subject  to  audit 
at  a  later  date. 

c.  Operation  and  Maintenance  (O&M) 
Manual.  The  facility  must  have  an 
approved  O&M  Manual. 

d.  Sewer  Use  Ordinance.  The  grantee 
must  develop,  and  obtain  approval  for, 
the  sewer  use  ordinances. 

0.  Items  Applicable  to  both  Pub.  L. 
84-660  and  Rib.  L.  92-500  Grants 

Retainages:  The  grantee  has  the 
option  of  withholding  a  portion  of  each 
progress  pajrment  or  accepting  a 
financial  instrument  in  lieu  of  the  cash 
retainage. 

If  the  grantee  elects  to  retain  a  portion 
of  the  amount  due  a  construction 
contractor:  1.  The  compliance 
requirements  for  the  grantee  are:  a.  Up 
to  ten  percent  may  be  withheld  when 
work  is  less  than  50  percent  complete; 

b.  retainage  can  be  reduced  to  five 
percent  when  more  than  50  percent 
complete; 

c.  When  the  work  is  substantially 
completed,  retainages  can  be  further 
reduced; 

d.  A  grantee  may  not  claim  retainages 
in  its  outlay  report;  and 

e.  When  a  grantee  delays 
disbursement  of  grant  funds  to  a 
contractor,  it  will  be  required  to  credit  to 
the  United  States  all  interest  earned  on 
those  funds. 

2.  The  auditor  should  ensure  that:  a. 
Retainages  are  not  included  as 
expenditures  in  the  outlay  reports 
submitted  to  EPA; 

b.  Where  retainages  are  claimed  as 
expenditures,  costs  are  questioned  to 
the  extent  of  the  retainage  plus  interest 
attributable  to  the  retainage;  and 

c.  The  interest  recouped  is  the  amount 
actually  earned  if  higher  than  the  prime 
rate.  In  no  event  shall  the  interest  be 
calculated  at  a  rate  less  than  the  prime 
rate  for  the  term  improperly  claimed. 

Department  of  Energy 

***81.042  Weatherization  Assistance 
Program  for  Low-Income  Persons 

Authorization:  Title  IV,  Part  A  of  the 
Energy  Conservation  and  Production 
Act,  Pub.  L  94-385;  42  U.S.C.  6861-6870; 
Department  of  Energy  Organization  Act, 
42  U.S.C.  7101;  Pub.  L.  95-91:  Title  II, 

Part  2  of  the  National  Energy 


Conservation  Policy  Act,  Pub.  L  95-619 
(92  Stat.  3207). 

Objectives:  To  insulate  the  dwellings 
of  low-income  persons,  particularly  the 
elderly  and  handicapped  low-income,  in 
order  to  conserve  needed  energy  and  to 
aid  those  persons  least  able  to  afford 
higher  utility  costs. 

Major  Compliance  Features 

Uses  and  Use  Restrictions: 
Improvement  of  the  thermal  efficiency  of 
dwellings  by  the  installation  of 
weatherization  materials  such  as  ceiling 
insulation,  caulking,  weather-stripping 
and  storm  windows,  and  furnace 
efficiency  modifications.  Thirty  percent 
of  each  grant  may  be  used  for  such 
program  support  costs  as  tools  and 
equipment,  transportation  of  tools, 
materials  and  workers  to  the  job  site, 
and  on-site  supervisory  personnel.  Up  to 
10  percent  of  each  grant  may  be  spent 
for  administrative  expenses  (5  percent 
for  the  grantee  and  5  percent  for  the 
subgrantee). 

Applicant  Eligibility:  States,  including 
the  District  of  Columbia,  and  in  certain 
instances.  Native  American  tribal 
organizations.  In  the  event  a  State  does 
not  apply,  a  unit  of  general  purpose 
local  government,  or  Community  Action 
Agency  within  that  State  becomes 
eligible  to  apply. 

Beneficiary  Eligibility:  All  low- 
income  households  will  be  eligible  to 
receive  weatherization  assistance.  A 
low-income  household  is  one  whose 
combined  income  falls  at  or  below  125 
percent  of  the  poverty  level  determined 
by  the  Office  of  Management  and 
Budget,  or  the  basis  on  which  Federal, 
State  or  local  cash  assistance  payments 
have  been  made. 

*  *  *  81.052  Energy  Conservation 
Programs  for  Schools,  Hospitals  and 
Public  Buildings 

Authorization:  National  Energy 
Conservation  Policy  Act,  Title  III,  Parts 
1,  2,  Pub.  L.  95-619,  92  Stat.  3206  et  seq. 

Objectives:  To  provide  grants  to 
States,  public  and  private  non-profit 
schools,  hospitals,  units  of  local 
government,  and  public  care  institutions 
to  identify  and  implement  energy 
conservation,  maintenance  and 
operating  procedures  in  buildings,  and 
to  acquire  and  install  energy 
conservation  measures  to  reduce  energy 
consumption. 

Major  Compliance  Features 

Uses  and  Use  Restrictions:  Assistance 
may  be  used  to  conduct  preliminary 
energy  audits,  energy  audits,  technical 
assistance  analyses,  and  to  acquire 
energy  conservation  measures. 
Assistance  may  not  be  used  for 


buildings  completed  later  than  April  20. 
1977.  Funds  received  by  grantees  must 
be  matched  50/50  and  no  Federal  funds 
may  be  used.  No  item  of  equipment  or 
personal  property  for  audit  or  State 
administration  costing  more  than  $300  or 
for  technical  assistance  costing  over 
$500  may  be  acquired  without  the 
Department’s  approval.  Not  more  than 
25  percent  of  funds  provided  to  States 
for  audits  may  be  used  for 
administrative  expense,  training, 
development  of  materials  for  audits, 
preliminary  energy  audits,  sample 
energy  audits,  and  monitoring  and 
evaluations.  The  balance  (at  least  75 
percent)  must  be  used  for  conducting 
energy  audits  of  buildings. 

Applicant  Eligibility:  State  energy 
agencies  are  eligible  to  apply  for 
financial  assistance  to  conduct  energy 
audits  of  schools,  hospitals,  local 
government  buildings,  and  public  care 
institutions  (public  and  private  non¬ 
profit  institutions).  Local  governments 
and  individual  institutions  are  eligible 
for  assistance  to  conduct  technical 
assistance  and  energy  conservation 
measures. 

Beneficiary  Eligibility:  Schools, 
hospitals,  buildings  of  local 
governments,  and  public  care 
institutions. 

Formula  and  Matching  Requirements: 
Funds  granted  to  States,  local 
governments  and  individual  institutions 
must  be  matched  50/50,  all  fiom  non- 
Federal  funds.  Grantees  may  use  in-kind 
contributions  to  make  up  all  or  part  of 
that  match. 

Department  of  the  Treasury 
*  *  *  21.000  Revenue  Sharing 

Authorization:  Title  I  State  and  Local 
Fiscal  Assistance  Act  of  1972  (Pub.  L. 
92-512  amended)  and  Title  II  labile 
Works  Employment  Act  for  1976  (Pub.  L 
94-369  amended). 

Objectives:  State  and  locan  fiscal 
assistance  of  a  general  nature. 

This  is  an  entitlement  program  not 
subject  to  the  standard  application  and 
award  process.  For  this  reason  the 
auditor  may  find  the  agency  regulations 
of  some  assistance  during  Ae  audit.  The 
citation  is  31  CFR  51.0. 

Major  Compliance  features 

Financial  Audit.  Only  recipient 
governments  receiving  $25,000  or  more 
in  annual  entitlement  payments  must 
have  an  independent  audit  of  their 
financial  statements  (all  funds). 

Compliance  Audit,  a.  Determine  that 
the  recipient  has  established  a  separate 
trust  fund  or  bank  account  (Section 
51.100(a)). 
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b.  Determine  if  any  revenue  sharing 
funds  have  not  been  appropriated, 
obligated  or  spent  within  24  months 
after  the  end  of  the  entitlement  period  or 
the  date  to  which  an  extension  has  been 
granted  by  ORS.  (Section  Sl.lOOb] 

c.  Determine  if  the  recipient  has 
observed  the  same  laws  and  procedures 
for  revenue  sharing  expenditmes  that 
are  applicable  to  its  own  revenues 
(Section  51.100(c)). 

d.  If  funds  were  spend  for  debt 
redemption  after  January  1. 1972,  use 
professional  judgment  in  determining  if 
the  grantee  complied  with  subparts  D 
and  E  of  the  Relations. 

e.  While  performing  the  other  “Davis 
Bacon  tests”  at  the  b^nt  of  this 
document,  determine  if  individuals 
employed  by  the  recipient,  in  jobs 
financed  by  revenue  sharing  ^ds,  have 
been  paid  wages  no  lower  ^an  the 
prevailing  rates  of  pay  for  persons 
employed  in  similar  public  occupations 
by  the  same  employer. 

f.  Determine  if  Native  American 
recipients  spend  funds  only  for  the 
benefit  of  members  of  the  tribe  or  village 

•  residents  in  the  coimty  area  from  which 
the  funds  were  allocated  (Section  51.43). 

g.  Determine  that  accounts  have  been 
maintained  in  a  manner  that  permits  the 
tracing  of  entitlement  funds  to  a  level  of 
expenditure  adequate  to  establish  that 
such  funds  have  not  been  used  in 
violation  of  the  restrictions  and 
prohibitions  of  the  Act  and  regulations 
(Section  51.100(d)(2)).  Where 
expenditures  either  recorded  in  a 
separate  set  of  fund  accounts  or 
deposited  in  a  separate  bank  account 
are  subsequently  transferred  to  another 
fund  for  expenditure,  a  memorandum 
record  must  be  kept  of  the  voucher 
numbers  and  amount  of  expenditures 
made  bom  the  fund  to  which  the 
transfer  is  made. 

h.  Determine  that  the  recipient’s 
accounts  have  been  maintained  in  a 
manner  suHicient  to  permit  preparation 
of  reports  as  required  by  the  Director  of 
ORS. 

i.  Publication  of  Reports  and  Public 
Hearings  (Subsection  B):  1.  Compare 
figures  in  the  Use  Report  (Section 
51.12(a))  to  audited  figures.  These 
figures  are  reported  to  Census  in  its 
“Survey  of  Government  Finances."  If 
revenue  sharing  funds  have  been 
transferred  from  the  Revenue  Sharing 
Trust  Fund  to  another  fund  for 
expenditure,  review  the  amounts  of  the 
transfer  and  the  totals,  by  categories,  of 
expenditures  of  revenue  sharing  funds 
made  from  the  fund  to  which  the 
transfer  was  made.  Report  any  material 
differences. 

(a)  Determine  that  a  notice  has  been 
published  in  a  newspaper  of  general 


circulation  after  filing  the  “Use  Report" 
with  census  to  advise  that  the  report  is 
available  for  public  inspection.  To  prove 
newspaper  publication,  inspect 
certification  of  publication,  or 
newspaper  clippings.  If  an  alternative 
publication  method  has  been  used, 
ascertain  that  a  waiver  has  been 
obtained  fix}m  ORS  (Section  51.13(c)(2)). 

2.  Determine  that  a  public  hearing 
(proposed  use  hearing)  has  been  held  on 
possible  use  of  entitlement  funds  at 
least  7  days  before  the  budget  is 
presented  to  the  legislative  body 
(Section  51.13(a]). 

(a)  If  the  hearing  has  been  waived 
because  its  cost  is  estimated  to  exceed 
15%  of  the  entitlement  (Section 
51.13(c)(1)),  obtain  detailed  estimates  of 
cost  and  determine  that  they  are 
reasonable. 

(b)  Determine  that  a  notice  of  tl^ 
proposed  use  hearing  was  published  in  a 
newspaper  at  least  10  days  prior  to  the 
hearing  date  or  that  an  alternate 
publication  method  was  used  (Section 
51.13(b)). 

3.  Determine  that  a  public  hearing 
(budget  hearing)  has  been  held  prior  to 
enactment  of  the  budget  (Section 
51.14(a)). 

(a)  Determine  that  notice  of  the 
hearing  was  published  in  a  newspaper 
of  general  circiilation  or  by  alternative 
means,  at  least  10  days  prior  to  the 
hearing  date  (Section  51.14(b)),  or  within 
the  time  limit  prescribed  by  the  State  or 
local  law  applicable  to  the  recipient 
(Section  51.14(d]).  This  notice  must 
include  the  intended  uses  of  entitlement 
funds  and  a  summary  of  the  entire 
proposed  budget. 

4.  Determine  that  a  notice  has  been 
published  in  a  newspaper  of  general 
circulation  or  by  alternative  means 
stating  that  a  summary  of  the  enacted 
budget  is  available  for  public  inspection 
vtnthin  30  days  of  its  enactment  (Section 
51.14(g)). 

5.  If  the  recipient  chooses  to  use 
budget  hearing  procedures  prescribed 
by  State  or  local  law  as  an  alternative  to 
the  regulations,  review  those  procedures 
to  determine  that  they  provide  citizens 
with  the  opportunity  to  present  oral  and 
written  comments  and  to  ask  questions 
concerning  the  proposed  use  of  funds 
(Section  51.14(b)(1)). 

6.  If  State  or  local  laws  requiring 
hearings  (as  outlined  above)  do  not 
apply  to  amendments  or  modifications 
of  budgets,  and  such  changes  are  made 
affecting  25%  or  $1,000  of  entitlement 
funds  (whichever  is  greater),  determine 
that  the  provisions  of  Sections  51.13  and 
51.14  as  outlined  above  have  been 
followed. 

j.  Maintenance  of  Transfer  Effort  (Sec. 
51.27)  for  States  only,  determine  that  the 


level  of  transfer  effort  has  been 
maintained. 

k.  Verification  of  Census  Data — 
obtain  the  data  on  census  figures 
submitted  by  the  local  government 
Reconcile  with  audited  amounts  if 
possible  (for  latest  fiscal  period). 

l.  Lobbying  is  prohibited  under  certain 
circumstances.  If  evidence  of  the 
expenditure  of  revenue  sharing  funds  for 
lobbying  not  specifically  permitted  by 
ORS  are  disclosed,  a  statement  to  this 
effect  showing  the  amount  involved 
should  be  shown. 

Civil  Rights  (Subpart  E).  a.  If  the 
recipient  has  100  or  more  employees, 
determine  if  it  has  filed  annual  reports 
with  the  Equal  Employment  Opporhmity 
Commission  (EEOC)  as  required.  (Form 
EEO-4)  If  the  recipient  has  between  15 
and  100  employees,  determine  if  it  has 
kept  EEOC  records.  Also,  inquire  if  the 
recipient  has  ever  been  required  to  file  a 
report  with  EEOC,  and  if  so,  when.  The 
report  to  EEOC  must  include  all 
employees  except  elected  officials  fuid 
their  immediate  secretary, 
administrative,  legislative  or  other  first 
line  aide,  legal  advisor  and  appointed 
cabinet  officials  of  States  and  heads  of 
executive  departments  for  units  of  local 
government. 

b.  Determine  the  nature  and  status  of 
any  complaints  filed  with  EEOC. 

c.  Determine  if  there  is  a  State  and/or 
local  agency  responsible  for  Civil  Rights 
enforcement.  If  so,  ascertain  if  there  are 
any  current  complaints  filed  or 
investigations  in  progress.  Determine  the 
nature  and  status  of  each. 

d.  Determine  if  the  recipient  has  an 
office  responsible  for  Civil  Rights 
enforcement  internally.  If  so,  make  the 
same  tests  as  in  (iii)  above. 

e.  Determine  if  any  Civil  Rights  suits 
have  been  adjudicated  or  are  pending. 

f.  Determine  by  inquiring  if  the 
recipient  is  required  to  develop  an  Equal 
Opportunity  Affirmative  Action 
Compliance  Program  and,  if  so,  whether 
this  has  been  done. 

g.  Determine,  using  professional 
judgment,  if  facilities  financed  by 
revenue  sharing  funds  have  been 
located  in  such  a  manner  as  to  have  the 
effect  of  discriminating  (Section 
51.52(b)(4)). 

h.  Ascertain  if  a  formal  policy 
concerning  nondiscriminatory  action  in 
employment  exists. 

i.  For  property  acquired  with  revenue 
sharing  funds:  1.  Office  of  Revenue 
Sharing  shall  have  jurisdiction  over  any 
program  or  activity  for  ensuring 
compliance  with  the  nondiscrimination 
provisions  of  the  Act  and  of  the 
regulations  as  long  as  a  recipient  retains 
ownership  or  possession  of  any  real  or 
personal  property  purchased  with 
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revenue  sharing  funds.  Further,  if  the 
property  is  transferred  to  another  party, 
the  Office  of  Revenue  Sharing  will  retain 
jurisdiction  over  the  primary  recipient 
for  the  purposes  of  compliance. 

2.  For  purposes  of  CR,  the  term 
“transferred”  means  the  passage  of 
possession  or  title,  or  boA,  (except  by 
bona-fide  sale)  of  the  property  to  a 
secondary  recipient,  another  unit  of 
government,  another  government  agency 
within  the  primary  recipient 
government,  or  to  any  other  person, 
firm,  or  organization.  For  example,  if  an 
automobile  acquired  with  revenue 
sharing  funds  for  use  in  the  Police 
Department  was  subsequently 
transferred  to  the  Health  Department, 
the  Health  Department  would  be 
likewise  subject  to  these  provisions 
while  the  vehicle  was  assigned  to  it. 

3.  For  purposes  of  CR,  real  property, 
personal  property  and  nonexpendable 
tangible  personal  property  are  defined 
the  same  way  as  property  acquired  by 
the  recipient  with  its  own  funds.  Many 
governmental  units  include  in  their 
definitions  of  property  only  those 
acquisitions  costing  more  than  a  stated 
minimum  amoimt.  Such  minimum 
amounts  are  acceptable  to  ORS  up  to 
$1,000. 

4.  Any  record  for  property  subject  to 
CR  is  acceptable  so  long  as  it  contains 
the  following  minimum  information: 
date  of  purchase:  date  of  disposal  or 
date  of  transfer,  transferee  (if 
applicable);  and  location. 

5.  If  the  property  is  disposed  of,  CR 
will  have  no  further  applicability. 

Suggested  Approach: 

— Determine  that  a  record  such  as  that 
previously  described  is  maintained. 

— Such  property  is  in  the  same  category 
as  operating/maintenance  expenses  in 
determining  whether  revenue  sharing 
funds  have  been  used  in  a  program  in 
which  discrimination  is  suspected, 
j.  Any  determination  in  a.  to  i.  above 
indicating  a  possible  discriminatory 
action  shall  be  shown. 

Appendix  I — Inspectors  General  * 

Commerce — Office  of  the  Inspector 
General,  (202)  634-7888,  Department 
of  Commerce,  1730  K  Street,  NW., 
Suite  410,  Washington,  D.C.  22006; 
attention:  Matthew  Groff. 

Energy— OlVice  of  the  Inspector  General, 
(202)  252-8888,  Department  of  Energy, 
1000  Independence  Avenue,  SW., 
Room  5A 179,  Washington,  D.C.  20585; 
attention:  Bill  Bemsdorf. 

HHS — Office  of  the  Inspector  General, 
(202)  472-3188,  Department  of  Health 
and  Human  Services,  5760  North  HHS 


In  most  cases,  this  is  the  Office  of  the  Assistant 
Inspector  General  for  Audit. 


Building,  330  Independence  Avenue, 
SW.,  Washington,  D.C.  20201; 
attention:  Frederick  Lehrer. 

HUD — Office  of  the  Inspector  General, 
(202)  755-7217,  Department  of  Housing 
and  Urban  Development,  451  Seventh 
Street,  SW.,  Room  8176,  Washington, 
D.C.  20410;  attention;  Anna  Virbick. 

Interior — Office  of  the  Inspector 
General,  (703)  235-8133,  Contract  and 
Grant  Operations,  Department  of  the 
Interior,  Room  401,  800  N.  Quincy 
Street,  Arlington,  VA  22217;  attention: 
Isak  M.  Danon. 

Labor — Office  of  the  Inspector  General, 
(202)  523-8404,  Department  of  Labor, 
Room  S5030,  200  Constitution  Avenue, 
NW.,  Washington,  D.C.  20210; 
attention;  Edward  W.  Stepnick. 

CSA — Office  of  the  Inspector  General, 
(202)  254-6420,  Community  Services 
Administration,  1200  19th  Street,  NW., 
Room  473,  Washington,  D.C.  20506; 
attention:  Joseph  E.  Kratz. 

GSA — Office  of  the  Inspector  General 
(JA),  (202)  566-1584,  General  Services 
Administration,  18th  &  F  Streets,  NW., 
Room'5001,  Washington,  D.C.  20405; 
attention:  Paul  F.  Gibbons. 

NASA — Office  of  the  Inspector  General, 
(202)  755-3555,  NASA  Headquarters, 
Washington,  D.C.  20546;  attention; 
Anthony  J.  Gabriel. 

SBA — Office  of  the  Inspector  General, 
(202)  653-6613,  Small  Business 
Administration,  1441  L  Street,  NW., 
Room  203,  Washington,  D.C.  20416; 
attention:  Ra3nnond  F.  Randolph, 
Assistant  IG  for  Audit. 

VA — Office  of  the  Inspector  General 
(50),  (202)  389-2636,  Veterans 
Administration,  810  Vermont  Avenue, 
NW.,  Washington,  D.C.  20410; 
attention:  Allan  Reynolds. 

USDA — Office  of  the  Inspector  General, 
(202)  447-4685/5907,  Department  of 
Agriculture,  Room  403E, 
Administration  Building,  14th  & 
Independence  Avenues,  SW., 
Washington,  D.C.  20250;  attention: 
William  L.  Philpot. 

DOr— Office  of  the  Inspector  General, 
(202)  426-4172,  Department  of 
Transportation,  Room  7130,  400 
Seventh  Street,  SW.,  Washington,  D.C. 
20590;  attention:  William  Murphy. 

EPA — Office  of  the  Inspector  General, 
(703)  557-1485,  Environmental 
Protection  Agency,  Code  A-109C, 
Room  1007,  West  Tower,  401  M  Street, 
SW.,  Washington,  D.C.  20460: 
attention:  Gene  Fazio 

Education — Office  of  the  Inspector 
General,  (202)  755-0733,  Department 
of  Education.  Washington,  D.C.  20202; 
attention;  Carol  Lynch. 

fustice — Office  of  Audit  &  Investigation, 
(202)  492-9030.  Department  of  Justice, 
633  Indiana  Avenue,  NW., 


Washington,  D.C.  20531;  attention: 
Howard  Hyatt. 

FEMA — Assistant  Inspector  General  for 
Audit,  (202)  634-6791,  Federal 
Emergency  Management 
Administration,  Premier  Building, 
Room  714, 1725 1  Street,  NW., 
Washington,  D.C.  £0472;  .attention:  L 
E.  Rathbun. 

Treosury— Department  of  the  Treasury, 
(202)  634-5915,  Office  of  Revenue 
Sharing,  Manager  of  Audit  Division, 
2401  E  Street,  NW  (Columbia  Plaza), 
Washington,  D.C.  20226;  attention: 
Glenn  Funkhouser. 

N5F— Audit  Officer,  (202)  357-7813, 
National  Science  Foundation,  1800  G 
Street,  NW.,  Room  245,  Washington, 
D.C.  20550;  attention:  Robert  B. 
Boyden. 
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